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SECTION A: APPLICANT PROFILE ¥

1. Name of Facility, Agency or Institution o

C

Regional One IHealth Imaging LL
Name

6555 Quince Road Shelby

Street or Route County

Memphis., ™ 38119

City State Zip Code

2. Contact Person Available for Responses to Questions

. Graham B Attorney

Name Title

Anderson & Baker graham(@) 11‘;\I hambaker.net
Company Name e-mail address

2021 Richard Jones Road. Suite 120 Nashville TN 37215

Street or Route City State Zip Code
Attorne 615/370-3380 615/221-0080
Association with Owner Phone Number Fax Number
3. owner of the Facility, Agency, or Institution

Shelby County Health Care Corporation, d/b/a Re vional One Health 901/545-7928
Name Phone Number
877 Jefferson Avenue Shelby

Street or Route County
Memphis, TN 38103

City State Zip Code

4. Type of Ownership of Control (Check One)

A.  Sole Proprietorship F. Governmental (State of Tenn.

B. Partnership or Political Subdivision)

C. Limited Partnership G. Joint Venture

D. Corporation (For-Profit) H. Limited Liability Company X
E. Corporation (Not—for-Proﬁt) I.  Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.4.



SECTION A:

APPLICANT PROFILE

Please enter all Section A responses on this form. All questions must be answered. If an item does
not apply, please indicate "N/A". Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment.

Section A, Item 1: Facility Name must be applicant facility's name and address must be the site of the
proposed project.

Response: The Applicant is Regional One Health Imaging, LLC, 6555 Quince Road, Memphis (Shelby

County), Tennessee 38119. The Applicant is a wholly-owned subsidiary of Shelby County Health Care
Corporation, d/b/a, Regional One Health.

Section A, Item 3: Attach a copy of the partnership agreement, or corporate charter and certificate of
corporate existence, if applicable, from the Tennessee Secretary of State.

Response: The requested documents for the Applicant are included in the application as Attachment A.4.



Section A, Item 4: Describe the existing or proposed ownership structure of the applicant, including
an ownership structure organizational chart. Explain the corporate structure and the manner in
which all entities of the ownership structure relate to the applicant. As applicable, identify the
members of the ownership entity and each member 's percentage of ownership, for those members with
59 or more ownership interest. In addition, please document the financial inferest of the applicant,
and the applicant's parent company/owner in any other health care institution as defined in Tennessee
Code Annotated, §68-11-1602 in Tennessee. At a minimum, please provide the name, address, current
status of licensure/certification, and percentage of ownership for each health care institution
identified.

Response: The Applicant is Regional One Health Imaging, LLC, 6555 Quince Road, Memphis (Shelby
County), Tennessee 381 19. See Attachment A.4. The Applicant is a wholly-owned subsidiary of Shelby
County Health Care Corporation, d/b/a, Regional One Health. See Attachments A.4.1 and A.4.2.

Shelby County Health Care Corporation, d/b/a, Regional One Health, 877 Jefferson Avenue, Memphis
(Shelby County), Tennessee 38103 (“Owner”), is a 501(c)3 non-profit corporation, chartered in 1981, the
purpose of which is to “...provide a hospital that will be available to Shelby County residents who are in
need, regardless of their financial status ....” (Julyl, 1981 Lease Agreement between Shelby County
Health Care Corporation and Shelby County, Tennessee).

The Owner owns its hospital at 877 Jefferson Avenue, Memphis (Shelby County), Tennessee. The
Applicant does not own any other health care institutions as defined above. '

See the following chart:

Shelby County Health
Care Corporation,
d/b/a
Regional One Health

l
l

Regional One Health
Imaging, LLC




Section A, Item 5: For new facilities or existing facilities without a current management agreement,
attach a copy of a draft management agreement that at least includes the anticipated scope of
management services 10 be provided, the anticipated term of the agreement, and the anticipated
management fee payment methodology and schedule. For facilities witlr existing management
agreements, attach a copy of the fully executed final contract

Please describe the management entity's experience in providing management services for the type

of the facility, which is the same or similar to the applicant facility. Please describe the ownership
structure of the management entity.

Response: The Applicant will be self-managed. However, it is considering the possibility of hiring a
management entity for the Outpatient Diagnostic Center (“ODC”) which specializes in managing ODCs.
However, no decisions have been made either to have an outside management company, or if so, which
one. With that said, Regional One Health Imaging, LLC is furnishing a draft management contract as
Attachment A.3, which contract would serve as a basis for developing such a contract in the future, if
necessary. In addition, the Projected Data Chart for the outpatient includes an expense of $111,366 and
$126,439 in Years 1 and 2, respectively, which is thought to be a reasonable amount for such a contract if
executed. Obviously, if Regional One Health Imaging, LLC decides to self-manage the ODC, this
expense would be absorbed in personnel salary costs.



i1

Section A, Item 6: For applicants or applicant's parent C(Jprﬂﬂ.}’/ﬂii’néj‘l that currently own the
building/land for the project location, attach a copy of the title/deed. For applicants or applicant's
parent company/owner that currently lease the building/land for the project location, attach a copy of
the fully executed lease agreement. For projects where the location of the project has not been
secured, attach a fully executed document including Option to Purchase Agreement, Option to Lease
Agreement, or other appropriate documentation. Option to Purchase Agieements nust include
anticipated purchase price. Lease/Option to Lease Agreements must include the actual/anticipated
term of the agreement and actual/anticipated lease expense. The legal interests described herein must

be valid on the date of the Agency's consideration of the certificate of need application.

Response: The Applicant will be located on a 6.002 acre site in Memphis. The site is owned by
Regional One RH MOB 1 SPE, LLC, which is 50% owned by Shelby County Health Care Corporation,
and includes an existing Medical Office Building (“MOB”). The entire site (land and building) has been
leased to Shelby County Health Care Corporation (See Attachment A.6). Shelby County Health Care
Corporation, in turn, will sub-lease (See Attachment A.6.1) approximately 4,587 GSF for the ODC only.
The common area factor of 1.150 is then multiplied by the number of GSF in the ODC to arrive at 5,275
GSF that will be leased in the building.

The Fair Market Value (“FMV?”) of the leased space is $1,151,532.50, and the lease cost will be
$1,392,600. Therefore, the lease value will be used in the Project Costs Chart.

The owner of the property has approved the sublease to the Applicant (see Attachment A.6.2).
The build out costs for the ODC will be shared by the Landlord and the Applicant. The Applicant will

pay $249,000 toward the build out costs for the ODC, which amount is included in the Project Costs
Chart.



5. Name of Management/Operating Entity (If Applicable)

Please see Note on Page 5

Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. Please see Attachment 4.5.

6. Leqal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease

B. Option to Purchase E.  Other (Specify)
C. Leaseof _X _Years 11

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.6.1.

Type of Institution (Check as appropriate--more than one response may apply.)

A. Hospital L Nursing Home
B. Ambulatory Surgical J. Outpatient Diagnostic Center X
Treatment Center (Multi-Specialty) K. Recuperation Center
C. ASTC L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F. Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specity)
Habilitation Facility (CF/MR) Q. Other (Specify) __
8. Purpose of Review (Check as appropriate--more than one response may apply.)
A. New Institution __X_ H. Change In Bed Complement
B. Replacement/Existing Facility (Please note the type of change
C. Modification/Existing Facility by underlining the appropriate
D. Initiation of Health Care Service response: Increase, Decrease,

as defined in TCA §68-11-1607(4)
E. Specify: establish ODC/MRI, CT,
Mammography, X-ray/fluoroscopy
& Ultrasound services
Discontinuance of OB Services
Acquisition of Equipment

Designation, Distribution,
Conversion, Relocation)

I. Change of Location
J. Other (Specify)

b b ]

o




9.

Bed Comple_ment Data

Please indicate current and proposed distribution and certification of facility beds.

Response: Not Applicable.

. Nursing Facility Level 1 (Medicaid only)

CH®w PO TOZEIrASTEAPBEUOER

Current Beds
Licensed CON*

Medical

Surgical (Orthopedic)

Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation

TOTAL
Staffed Beds Beds at
Beds Proposed Completion

Nursing Facility (non-Medicaid Certified)

Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2 (dually-certified)
ICF/MR

Adult Chemical Dependency
Child & Adolescent Chemical Dependency

Swing Beds
Mental Health Residential Treatment

Residential Hospice

TOTAL

CON Beds approved but not yet in service




10.

11.

12.

13.

Resp

Medicare Provider Number will be applied for
Certification Type Outpatient Diagnostic Center

Medicaid Provider Number _will be applied for
Certification Type Outpatient Diagnostic Center

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

Response: This is a new facility, and certification for both Medicare.and Medicaid will be
sought.

Identify all TennCare Managed Care Organizations/Behaviora! Health
Organizations (MCOs/BHOs) operating in the proposed service area. Will this
project involve the treatment of TennCare participants? Yes If the response to
this item is yes, please identify all MCOs/BHOs with which the applicant has
contracted or plans to contract. Discuss any out-of-network relationships in
place with MCOs/BHOs in the area. ’

onse: Regional One Health has TennCare contracts with UHC/Americhoice, Blue Care and TNCare

Select. The Applicant, as a wholly-owned subsidiary, will pursue the same contracts.

The Applicant will contract with any new MCOs that provide services in the area.

Attachment A.13 shows the grand divisions of the State of Tennessee, by MCO coverage.



NOTE: Section B is intended to give the applicant an opportunity to describe the project an'i_j"to discuss
the need that the applicant sees for the project. Section C addresses how the project relates to
the Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the critéria should
not take place in this section unless otherwise specified.

i el

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly
and in the correct sequence. In answering, please type the question and the response. All exhibits and
tables must be attached to the end of the application in correct sequence identifying the questions(s) to
which they refer. If a particular question does not apply to your project, indicate “Not Applicable
(NA)” after that question. .

L Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and equipment,
ownership structure, service area, need, existing resources, project cost, funding, financial feasibility
and staffing.

Response: Regional One Health Imaging, LLC, 6555 Quince Road, Memphis (Shelby County),
Tennessee. 38119 (“Applicant™), a wholly-owned subsidiary of Shelby County Health Care Corporation,
d/b/a, Regional One Health, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103
(“Owner” or “Hospital”), owned and managed by itself, is applying for a Certificate of Need for the
establishment of an Outpatient Diagnostic Center (“ODC”), including the initiation of MRI services along
with CT, Mammography, X-ray/fluoroscopy and Ultrasound services. There are no new licensed beds
and no major medical equipment involved with this project, other than what is mentioned above. It is
proposed that the Applicant will be licensed by the Tennessee Department of Health. The estimated
project cost is anticipated to be $5,345,900.28, including filing fee. It is important to note that
$4,516,549 of this amount will be lease costs, which are operational costs. Therefore, the only front-end
costs required to implement this project will be only $81 7,350.00.

As just stated, the Applicant requests permission to establish an ODC, including the initiation of MRI
services. Other services planned for the ODC include CT, Mammography, X-ray/fluoroscopy, and
Ultrasound services. The ODC will be located on the first floor of an existing medical office building
(“MOB”) located on Quince Road in the East Memphis area.

The Hospital provides all of the stated services at its facility on J efferson Avenue in downtown Memphis.
However, such diagnostic services are over-utilized at the Hospital due to a combination of factors,
including inpatient use, emergency patient use, and the fact that the Hospital operates the third most
active Trauma Center in the United States. Due to the high demand at the Hospital, the scheduling of
diagnostic services — especially elective services — result in long wait times for patients and providers
alike. The Applicant projects future need/demand for diagnostic services at the same rate utilization of
these services have increased at the Hospital. Therefore, additional diagnostic services are needed, and it
was deemed prudent to open up an ODC in a more convenient location for outpatients. The Hospital
already has the MOB under lease, and sufficient space is available on the first floor of that building for
the ODC.

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
Owner’s patients who originate in Tennessee are from Shelby County, according to recent JAR data. For
example, Regional One Health provided 68,095 inpatient days to Tennessee residents in 2011, with
60,247 originating from Shelby County. With that said, the Applicant also provided care to patients from
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31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011, In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby
County is primary service area of Regional One Health. Asa wholly-owned subsidiary, the Applicant’s
service area will surely mimic that of the hospital.

Based on an internal zip code patient analysis at Regional One Health, approximately 80% of the
Hospital’s patients requiring outpatient diagnostic services reside within a 20 minute drive of the ODC
location. Further, the location of this new ODC will be much closer and more accessible for those
patients who reside in the southern and southeastern portion of our service area.

The Landlord and the Applicant will share in the costs necessary to renovate the existing space. The
Applicant’s portion of that cost will be $249.000. The Applicant has already incurred legal,
administrative and consultant costs of approximately $50,000, and fixed equipment (but not diagnostic
equipment) will cost an additional $518,350. The ODC will be located in a 4,587 GSF space, but
common area allowances increase the amount of leased space to 5,275 GSF. The lease cost for the space
($1,392,600) exceeds the fair market value (“FMV™) of the space (or, $1,151,532.50), to the higher lease
cost is used in the Project Costs Chart. Diagnostic equipment (MRI, CT, Mammography, X-
ray/Fluoroscopy, and Ultrasound equipment) will be leased. The purchase costs ($2,115,948.79) exceed
the lease costs ($2,106,000.00) for the equipment, so the higher purchase cost for the equipment is used
in the Project Costs Chart. Please note that equipment maintenance costs (included in the Project Costs
Chart) are free in Year 1, but start up in the 2" and succeeding years. Therefore, the Projected Data
Chart will show more expenses in Year 2. Even so, we anticipate positive cash flow.

We anticipate having only 6 staff initially, including | administrator, 2 reception/intake personnel, and 4

equipment technicians. This staff is readily available either at work at the Hospital, or through our
extensive personnel files. We anticipate no problem in filling these few positions.
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1L Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major
Medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major
operational areas, room configuration, etc. Applicants with hospital projects (construction
cost in excess of $5 million) and other facility projects (construction cost in excess of $2
million) should complete the Square Footage and Cost per Square Footage Chart. Utilizing
the attached Chart, applicants with hospital projects should complete Parts A.-E. by
identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with
current square footage, where, if any, the unit/service will relocate temporarily during
construction and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

If the project involves none of the above, describe the development of the proposal.

Response: Regional One Health Imaging, LLC, 6555 Quince Road, Memphis (Shelby County),
Tennessee 38119 (“Applicant), a wholly-owned subsidiary of Shelby County Health Care Corporation,
d/b/a, Regional One Health, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103
(“Owner” or “Hospital”), owned and managed by itself, is applying for a Certificate of Need for the
establishment of an Outpatient Diagnostic Center (“ODC”), including the initiation of MRI services along
with CT, Mammography, X-ray/fluoroscopy and Ultrasound services. There are no new licensed beds
and no major medical equipment involved with this project, other than what is mentioned above. It is
proposed that the Applicant will be licensed by the Tennessee Department of Health. The estimated
project cost is anticipated to be $5,345,900.28, including filing fee. It is important to note that
$4,516,549 of this amount will be lease costs, which are operational costs. Therefore, the only front-end
costs required to implement this project will be only $817,350.00.

As just stated, the Applicant requests permission to establish an ODC, including the initiation of MRI
services. Other services planned for the ODC include CT, Mammography, X-ray/fluoroscopy, and
Ultrasound services. The ODC will be located on the first floor of an existing medical office building
(“MOB”) located on Quince Road in the East Memphis area. See Attachment B.1I1 A for a property map

and view of the existing MOB on Quince Road. This attachment also shows where the ODC will be
located within the existing MOB.

The Hospital provides all of the stated services at its facility on Jefferson Avenue in downtown Memphis.
However, such diagnostic services are over-utilized at the Hospital due to a combination of factors,
including inpatient use, emergency patient use, and the fact that the Hospital operates the third most
active Trauma Center in the United States. Due to the high demand at the Hospital, the scheduling of
diagnostic services — especially elective services — result in long wait times for patients and providers
alike. The Applicant projects future need/demand for diagnostic services at the same rate utilization of
these services have increased at the Hospital. Therefore, additional diagnostic services are needed, and it
was deemed prudent to open up an ODC in a more convenient location for outpatients. The Hospital
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already has the MOB under lease, and sufficient space is available on the first floor of that building for
the ODC.

Anticipated utilization at the ODC will be as follows:

Outpatient Procedure Year 1 Year 2
MRI 2,363 2,611
C-Arm 508 637
CT 1,545 2,237
Plain Films 2,134 2,494
Fluoro - GI 508 611
Fluoro Myelo 254 368
Mammography (Digital) 2,748 2,985
Ultrasound 1,503 1,879
Bone Density 1.016 1,273
Total Volume [ 12,579 15,095

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
Owner’s patients who originate in Tennessee are from Shelby County, according to recent JAR data. For
example, Regional One Health provided 68,095 inpatient days to Tennessee residents in 2011, with
60,247 originating from Shelby County. With that said, the Applicant also provided care to patients from
31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011, In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby
County is primary service area of Regional One Health. As a wholly-owned subsidiary, the Applicant’s
service area will surely mimic that of the hospital.

Based on an internal zip code patient analysis at Regional One Health, approximately 80% of the
Hospital’s patients requiring outpatient diagnostic services reside within a 20 minute drive of the ODC
location. Further, the location of this new ODC will be much closer and more accessible for those
patients who reside in the southern and southeastern portion of our service area.

The Landlord and the Applicant will share in the costs necessary to renovate the existing space. The
Applicant’s portion of that cost will be $249.000, The Applicant has already incurred legal,
administrative and consultant costs of approximately $50,000, and fixed equipment (but not diagnostic
equipment) will cost an additional $518,350. The ODC will be located in a 4,587 GSF space, but
common area allowances increase the amount of leased space to 5,275 GSF. The lease cost for the space
($1,392,600) exceeds the fair market value (“FMV?) of the space (or, $1,151,532.50), to the higher lease
cost is used in the Project Costs Chart. Diagnostic equipment (MRI, CT, Mammography, X-
ray/Fluoroscopy, and Ultrasound equipment) will be leased. The purchase costs ($2,115,948.79) exceed
the lease costs ($2,106,000.00) for the equipment, so the higher purchase cost for the equipment is used
in the Project Costs Chart. Please note that equ'yment maintenance costs (included in the Project Costs
Chart) are free in Year 1, but start up in the 2™ and succeeding years. Therefore, the Projected Data
Chart will show more expenses in Year 2. Even so, we anticipate positive cash flow.
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We anticipate having only 6 staff initially, including 1 administrator, 2 reception/intake personnel, and 4
equipment technicians. This staff is readily available either at work at the Hospital, or through our
extensive personnel files. We anticipate no problem in filling these few positions.

From a historical standpoint, the Hospital traces its roots to the City of Memphis Hospital, built in 1936,
consisting primarily of open wards for inpatient beds. Through the years, additions have been made to
the campus as more demands were placed on the hospital and more services were offered. That original
building, renamed the John Gaston Building, no longer exists. The City of Memphis transferred
ownership of the hospital to Shelby County, and in around 1983/84 the hospital started doing business as
Regional Medical Center at Memphis/The MED. Today, Regional One Health is licensed for 631
hospital beds plus 20 SNF beds, and serves as a regional medical center for patients not only from Shelby
County, but from an additional 30 Tennessee Counties and 10 other states.

From a historical point of view, the Applicant has not enjoyed financial success in the past as other
hospitals in Memphis improved their respective campuses and added services. Following a brief period
of time when a management company was brought in, a new senior administration was hired recently
(2010) to oversee the improvement of both the physical plant and to enhance patient services at the
facility. Both the management company and new senior management have been able to cut expenses,
streamline processes, rework contracts, enhance the quality of services, and improve the financial
viability of Regional One Health. This CON project is the next phase of planned improvements to the
campus and in outpatient settings in an effort to further improve both the quality of services being
provided to our patients and our physical plant. At present, there is no formally-adopted long range plan,
but several areas of the campus continue to be studied by senior leadership, key department heads, and
the Board of Directors. .

See Attachment B.ILA.I for a chart showing MRI utilization in Shelby County, 2010 — 2012, Attachment
B.ILA.2 shows CT utilization, and Attachment B.ILA.3 shows the top 10 anticipated CPT codes for both
MRI and CT at our ODC. ‘

Please note that the 2012 JAR reported incorrect information on MRI utilization at the Hospital. The
correct number of MRI procedures that should have been reported is 4,491. That correct number was
given to the HSDA for equipment utilization, and that number is being utilized within this application.
This project is financially feasible, based on cost information gathered by the HSDA for hospital projects
between 2009 and 2011, as seen in the next chart:

Hospital Construction Cost Per Square Foot

Years: 2009 —-2011

Renovated New Total
Construction Construction Construction
1% Quartile : $125.84/sq ft $235.86/sq ft $167.99/sq ft
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Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3™ Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011
B. Identify the number and type of beds increased, decreased, converted, relocated, designated,

and/or redistributed by this application. Describe the reasons for change in bed allocations and
describe the impact the bed change will have on the existing services.

Response: Not applicable, as no beds are involved in this project.
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)
C. As the applicant, describe your need to provide the followin"g.' health care services (if
applicable to this application): -

Adult Psychiatric Services -

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

) Hospice Services

10.  Residential Hospice

11. ICF/MR Services

12.  Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15.  Neonatal Intensive Care Unit

16.  Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19.  Radiation Therapy/Linear Accelerator

20 Rehabilitation Services

21. Swing Beds

O NON LB W

Response: Magnetic Resonance Imaging (MRI): The Hospital currently operates an MRI on its
campus on Jefferson Street. As reported, the Hospital also has the third most active Trauma Center in the
United States. As a trauma center, it is understandable that hospital resources, especially diagnostic
services, are utilized to the maximum. The current MRI utilization has increased as follows:

2011 3,927 procedures;
2012 4,491 procedures; and
2013 4,766 procedures.
Another MRI is needed to offset this high utilization. The issue is where to locate that second MRL

Following is a summary of the process followed in arriving at the need for another MRI, and the fact that
it is most advantageous to place that additional unit in an outpatient setting:

ODC AT KIRBY BUILDING - SUMMARY

Overall Program Description:

» Regional One Health System, through Regional One Health Imaging, LLC, is proposing to
develop an Outpatient Diagnostic Center (ODC) at an existing MOB at the Kirby Building at
6555 Quince Boulevard, to serve current patients and residents of Hospital’s Primary and
Secondary-East Service Areas. In addition, the ODC will serve the “medical neighborhood” that
Regional One Health System is creating at the Kirby Building. This medical neighborhood is
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envisioned as an intensive ambulatory, patient-centered practice model with a primary care core
and selected key specialties, supported by the diagnostic services of this proposed ODC, therapies
including PT and OT, satellite pharmacy, and selected specialty practices of UTMG physicians.
This is intended to serve as a hub for Regional One’s population health management strategy.

Types of Diagnostic Imaging Tests to be offered by the ODC include:

vVVvyVvVVYyVYVYY

Magnetic Resonance Imaging (MRI)
Computed Tomography (CT)

Bone Densitometry

Ultrasound

Digital Mammography

Flouroscopy

X-ray

The Need for MRI:

» Regional One is already exceeding HSDA guidelines for maximum operating capacity on_its

one MRI Unit. The one MRI unit located at the Hospital is used for Inpatient, Emergency
Department, Trauma Center, and Outpatient Care. As shown in the table below, for the past 4
fiscal years, Regional One not only has exceeded HSDA criteria for “Operational Efficiency” of
one MRI unit, but also has exceeded what HSDA has defined as capacity of one machine. In
FY2013 alone, the Regional Medical Center’s volumes exceeded optimal operational efficiency
by almost 1,900 procedures.

MRI Procedures
FY10 | FY1l FY12 | FY13
Number of Procedures at ROHS (one machine) 3,882 4,412 4,491 4,766
% Change over Prior Year 14% 2% 6%
HSDA Criteria for "Operational Efficiency" 2,880 2,880 2,880 2,880]
Number of Procedures Exceeding "Operational Efficiency 1,002 1,532 1,611 1,886
HSDA Criteria for MRI Capacity 3,600 3,600 3,600 3,600

Number of Actual Procedures Exceeding HSDA Maximum Capacity

Level 282 812 891 1,166

"No Shows" Estimated at 15% * 582 662 674 715

Assume 50% of "No Shows" Would Have Used ROHS If Scheduling

had not been a barrier 291 331 - 357

Assume 5% of Patients Referred For MRI Never Made An

Appointment Due to Long Wait List 388 ddi e ikl

TOTAL of "Excess," "No Shows' and "Never Scheduled" l 961 1,584 1.677 2.000]
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Outpatients are differentially affected by these exceedingly high volumes, experiencing waits of
two weeks or more in scheduling an MRI. With a priority use of the existing Hospital MRI unit
for inpatients and emergency department patients, the waiting time to schedule an Outpatient MRI
is at least two weeks. As the State’s trauma center for West Tennessee, Regional One’s MRI is
utilized to maximum capacity and, when necessary a trauma patient can bump a long-scheduled,
elective Outpatient MRI. Regional One’s Inpatients are sicker than the general hospital
population, further increasing the demands on one MRI unit.

MRI scheduling wait time is a_barrier to_access for Qutpatients and a challenge to maintain
continuity of care. A recent analysis conducted by Regional One’s Radiology Department
indicates that excessive scheduling wait times have contributed to a high “no show” rate. In 2012
and, again in 2013, 15% of MRIs scheduled were “no shows.” Those Regional One patients who
are seeking care elsewhere experience a break in continuity of care. On the other hand, if those
patients do not seek care elsewhere, they are not receiving the care they need. Either way, the
analysis reveals that a second MRI is needed.

TennCare patients have been particularly hampered in scheduling at the Regional Medical
Center. The Hospital estimates that, in 2013, more than 300 TennCare patients were “no-shows”
for MRI procedures. Further, based on the long waits in scheduling an MRI at the Hospital, the
suppressed demand from our TennCare patients referred by our Regional One physicians may be
more than double that number when those referred by our physicians for care are deterred from
scheduling their MRIs at the Hospital because of long waits.

We do not know whether these Regional One TennCare patients ("No-Shows" and "Referred but
not scheduled") have gone elsewhere or whether they did not receive the care that was prescribed
by their physician. Either way, this suppressed demand is both a break in the continuity of care
rendered by Regional One and an access issue.

We would expect that with the convenience in scheduling, ease of travel to this location, parking
at the door, and other amenities provided at the Kirby Building, Regional One Health Imaging,
LLC should be able to recover this suppressed demand in the TennCare and other populations we
serve, thereby improving the medical management of our patients’ health care.

Self-Pay patients have limited choice in Shelby County and have been differentially exposed to
scheduling waits. In addition to “no shows,” we also have observed that many patients when
faced with too long waits for appointments, never follow-up on their care at all. Patients with
resources have choices. Regional One Health, as the County Healthcare Facility, is the only
choice available to elective self-pay patients.

There is a need to provide for market growth and the projected increased use of the modality.

o Market growth for Outpatient MRI between 2012 and 2022 is projected by the Health Care
Advisory Board to be 24% -- a compound growth rate of more than 2% per year

¢ Current MRI units (41) reported to HSDA 108,456 total procedures in 2012, This results
in an average utilization per machine of 2,645 in 2012, just under HSDA’s optimal
operational efficiency standard of 2,880 procedures per unit. Applying the compound
annual growth rate of approximately 2.2% per year projected by the HealthCare Advisory
Board for the Memphis East market, the MRIs now in the market will be operating at an
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average of 2,823 procedures by the year 2015 when Regional One Health Imaging opens
its facility.

Other considerations: 1) MRI is supplanting Nuclear Medicine and x-ray as the imaging
modality of choice for certain conditions; 2) Increasing population of aged individuals
drives increased imaging; and 3) New screening options also drive volumes

» VOLUME PROJECTIONS FOR REGIONAL ONE IMAGING — AT KIRBY

Anticipated utilization at the ODC will be as follows:

Outpatient Procedure Year 1 Year 2
MRI 2,363 2,611
C-Arm 508 637
CT 1,545 2,237
Plain Films 2,134 2,494
Fluoro - GI 508 611
Fluoro Myelo 254 368
"Mammography (Digital) 2,748 2,985
Ultrasound 1,503 1,879
Bone Density 1.016 1,273
Total Volume [ 12,579 15,095 |

Why An ODC With MRI at Kirby:

» Responsive service to existing patients is the primary goal: —To achieve this, Regional One is

focused on:

Timely Access: Adding and dedicating an MRI to Outpatients facilitates prompt
scheduling

Convenience in Location: Approximately XX% of Regional One’s PSA population
reside within a 20-Minute Drive-Time from Kirby. In addition, Kirby is close for SSA-
East. More stats re: rest of service area including SSA-East

Ease of Access Once Arrived: Getting downtown to the Regional Medical Center can be
a frustrating experience. Once one arrives at the Medical Center, parking and walking
time to get through the large downtown campus complex to get to Imaging can take
another 15 minutes. Ample parking will be provided at the Kirby Building with
convenient and quick access to the entryway of the building, Further, a covered porte
cochere will be available for patient drop-off, further speeding access.
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D. Describe the need to change location or replace an existing facility.

Response: N/A.

E. Describe the acquisition of any item of major medical equipment (as defined by the Agency
Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance
imaging (MRI) scanner, positron emission tomography (PET) scanner, extracorporeal
lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications to be provided; and
4, Documentation of FDA approval.
Response:
Purchase Term Monthly
Equipment Price (Mos) Payment Total Cost
MRI Optima MR 450w $1,069,686.95 84 $13,100.00 1,100,400
CT Goldseal Brightspeed Elite 16 | $306,350.99 60 $5,000.00 300,000
Mammo | Senographe Care $280,910.85 60 $4,500.00 270,000
X-Ray | Goldseal Precision 500D $315,000.00 | 60 $5,100.00 306,000
uU/s Logiq E9 $144,000.00 36 $3,600.00 129,600
Package Pricing $2,115,948.79 $18,200.00 2,106,000

The expected useful life of the above equipment is 7 to 10 years.

Attachment B.ILE.1 is documentation from the manufacturer and from the FDA regarding the certified
MRI equipment.

b. Provide current and proposed schedules of operations.

Response: The anticipated hours of operation of the ODC are from 7 a.m. to 5 p.m., Mon — Fri. If

demand exceeds this schedule, we will extend our hours of operation.

7.8

For mobile major medical equipment:
a. List all sites that will be served;
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Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Provide the fair market value of the equipment; and
List the owner for the equipment.

-V

Response: N/A.

3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equipment purchase include a quote and/or proposal from an equipment
vendor, or in the case of an equipment lease provide a draft lease or contract that at
least includes the term of the lease and the anticipated lease payments.

Response: The Applicant will lease the above-listed diagnostic equipment. Attachment B.ILE.3 is a
quote from the leasing vendor.
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I1I.

(A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which
must include:

1 Size of site (in acres)

2 Location of structure on the site; and

3. Location of the proposed construction.
4

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all

projects. .

Response:

1. The size of the medical complex approximates 6.002 Acres. Please see attached plot plan
(Attachment B. 111 A).

2. Please see Attachment B.III A. This attachment indicates the location of the existing building on
the site.

3. There is no proposed construction, as normally intimated by this question, as the space already
exists. There will be a build out for the ODC, as previously explained.

4, Attachment B.IILA shows that the site is bounded by Quince Road and Nonconnah Parkway.

Quince Road intersects with Kirby Road (a major north/south thoroughfare), which intersects
with Nonconnah Parkway (a major east/west thoroughfare), which intersects with 1-240. The
site is readily accessible to patients, family members, and other health care providers.

(B) Describe the relationship of the site to public transportation routes, if any, and to
any highway or major road developments in the area. Describe the accessibility of
the proposed site to patients/clients.

Response: Attachment B.IIL A shows that the site is bounded by Quince Road and Nonconnah Parkway.
Quince Road intersects with Kirby Road (a major north/south thoroughfare), which intersects with
Nonconnah Parkway (a major east/west thoroughfare), which intersects with 1-240. The site is readily
accessible to patients, family members, and other health care providers.
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IV.  Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc, on an 8 1/2” x 11” sheet
of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be
drawn to scale. ’ 4

Response: Please see Attachment B.IV for a footprint of the ODC, which will be located on the ground
floor of the existing MOB. In addition to administrative (office, reception, registration, waiting room),
staff, and equipment areas, there will be separate rooms for MRI, CT, Fluoroscopy, Mammography, and
Ultrasound.
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V. For a Homg¢:Health Agency or Hospice, identify:

il Lol

Response: N/A.

Existing service area by County;
Proposed service area by County;

A parent or primary service provider;
Existing branches; and

Proposed branches.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is nécessary to provide
needed health care in the area to be served, can be economically accomplishéd and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated §68-11-
1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic
Feasibility, and (III) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11" white paper. All exhibits
and tables must be attached to the end of the application in correct sequence identifying the
question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (N/A).”

QUESTIONS
NEED
1. Describe the relationship of this proposal toward the implementation of the State Health

Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9) here.

Response: Please see Attachment ODC and Attachment MRI.

Further, the State Health Plan lists the following Five Principles for Achieving Better Health, and are
based on the Division's enacting legislation:

1. The purpose of the State Health Plan is to improve the health of Tennesseans;
Regional One Health has been serving patients since 1936, and continues to this day. Many changes have
been made at the hospital, and more are planned, including this project by its wholly-owned subsidiary,
Regional One Health Imaging, LL.C. Regional One Health’s goals are consistent with the State Health
Plan, and this project will improve the health of Tennesseans.

2. Every citizen should have reasonable access to health care;

Regional One Health accepts all patients who present for care, irrespective of their ability to pay, as will
the Applicant. :
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3. The state's health care resources should be developed to address the needs of Tennesseans
while encouraging competitive markets, economic efficiencies, and the continued
development of the state's health care system;

The development of services at Regional One Health has always been the result of attempts to meet the
needs of Tennesseans. In today’s competitive market, patients are drawn to more modern and convenient
facilities. This project will result in improvement of services and enhance the convenience of the patients
we serve. Therefore, the approval of this application will enhance the “development” of health care
services in the proposed service area.

4. Every citizen sh(;uld have confidence that the quality of health care is continually monitored
and standards are adhered to by health care providers; and

Tennessee is fortunate to have an excellent licensing division of the Department of Health. The Board of
Licensing Health Care Facilities provides standards for and monitoring of licensed health care providers.
This Applicant’s Owner is fully licensed by the Department of Health and is certified by Medicare,
Medicaid (TennCare), the Joint Commission on Accreditation of Healthcare Organizations (JCAHO,
most recent survey 06/08/2011), and the Commission on Accreditation of Rehabilitation Facilities
(CARF, most recent survey 11/01/2009). The Applicant will pursue similar certifications and appropriate
accreditation from the American College of Radiology (ACR).

5. The state should support the development, recruitment, and retention of a sufficient and
quality health care workforce.

The Applicant is committed to providing safe working conditions for its staff and continuing education to
its staff. Regional One Health serves as a clinical rotation site for the UT Schools of Medicine and
Nursing and other Allied Health Professional Schools. Regional One Health is a member of THA, AHA,
TNPath, and NAPH. The Applicant, as a wholly-owned subsidiary of Regional One Health, will
participate in such staff training to the greatest extent possible.

b. Applications that include a Change of Site for a health care institution, provide a response
to General Criterion and Standards (4)(a-c).

Response: N/A.
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2, Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

Response: From a historical point of view, the Hospital has not enjoyed financial success in the past as
other hospitals in Memphis improved their respective campuses and added services. Following a brief
period of time when a management company was brought in, a new senior administration was hired
recently (2010) to oversee the improvement of both the physical plant and to enhance patient services
provided by the Hospital. Both the management company and new senior management have been able to
cut expenses, streamline processes, rework contracts, enhance the quality of services, and improve the
financial viability of Regional One Health. This CON project is the next phase of planned improvements
by the Hospital, through the Applicant, to further improve both the quality of services being provided to
our patients, and enhance the convenience of patients we serve. At present, there is no formally-adopted
long range plan, but several areas of the campus continue to be studied by senior leadership, key
department heads, and the Board of Directors.

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of the
Applicant’s Owner’s patients who originate in Tennessee are from Shelby County, according to recent
JAR data. For example, Regional One Health provided 68,095 inpatient days to Tennessee residents in
2011, with 60,247 originating from Shelby County. With that said, the Applicant also provided care to
patients from 31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the
Applicant for care in 2011. In addition to the 68,095 patient days provided to Tennessee residents,
22,677 inpatient days were provided to residents of other states, bringing the total inpatient days to
90,772. While this data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee
purposes, Shelby County is primary service area of Regional One Health. As a wholly-owned subsidiary,
the Applicant’s service area will surely mimic that of the hospital.

Based on an internal zip code patient analysis at Regional One Health, approximately 80% of the
Hospital’s patients requiring outpatient diagnostic services reside within a 20 minute drive of the ODC
location. Further, the location of this new ODC will be much closer and more accessible for those
patients who reside in the southern and southeastern portion of our service area.

Please see Attachment C.Need.3 for a map of the service area.
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4. A. Describe the demographics of the population to be served by this proposal.

Response: Our proposed service area is Shelby County. The projected population for the next 4 years,
according to the TN Department of Health, is as follows:

2015 946,559
2016 949,178
2017 951,669
2018 954,012

In addition, U.S. Census Bureau data for the U.S., State and Shelby County is supplied as Attachment
C.Need.4.A. This attachment shows that whereas 13.4% of the 2010 Tennessee population was over 65,
only 10.4% of Shelby County population was aged. Per capita annual income in Shelby County was
$25,002 from 2006 - 2010, whereas Tennessee had an average per capita income of $23,722 for the same
reporting period. Median household income for 2006 — 2010 for Shelby County totaled $44,705, and
comparable income for the State was $43,314. Finally, 16.5% of Tennesseans live below the poverty
level, whereas 19.7% of Shelby County residents live below the poverty level.

See chart below:

Selected Demographic Estimates for Shelby County/Tennessee
(Source: U.S. Census Quickfacts)

Demographics Shelby Co. | Tennessee U.S.
65+ 10.4% 13.4% 13.0%
Per Capita $ $25,002 $23,722 $27,334
Household $ $44,705 $43,314 $51,914
Below Pov. Lvl 19.7% 16.5% 13.8%
Pop/Sq. Mile 1,216 1539 | 874
Home Owners 61.7% 69.6% 66.6%
White 43.6% 77.6% 72.4%
Black 52.3% 16.7% 12.6%
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B. Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population. ’

Response: According to the U.S. Department of Health and Human Services, there are 58 Medically
Underserved Area tracts in Shelby County. In addition, the same source shows that there are 113 census
tracts that are Health Professional Shortage Areas. See Attachment C.Need.4.B.

Further, the previous chart shows that Shelby County has a high percentage of racial minorities, and both
per capita income and average household income for Shelby County compare favorably with both
Tennessee and the nation. Regional One Health accepts all patients who present for care, irrespective of
their ability to pay, as will the Applicant. The approval of this project will only enhance the care
delivered to all patients at Regional One Health and through its subsidiary, including minorities and low
income patients.
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5. Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution and
its utilization and/or occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should use the most
appropriate measures, e.g., cases, procedures, visits, admissions, etc. :

Response: Historic MRI and CT utilization is shown in Attachments B.1l.A.1 and B.IL4.2.
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

Response: The current MRI utilization has increased as follows:

2011 3,927 procedures;
2012 4,491 procedures; and
2013 4,766 procedures.

Response: Magnetic Resonance Imaging (MRI): The Hospital currently operates an MRI on its
campus on Jefferson Street. As reported, the Hospital also has the third most active Trauma Center in the
United States. As a trauma center, it is understandable that hospital resources, especially diagnostic
services, are utilized to the maximum. The current MRI utilization has increased as follows:

2011 3,927 procedures;
2012 4,491 procedures; and
2013 4,766 procedures.
Another MRI is needed to offset this high utilization. The issue is where to locate that second MRI.

Following is a summary of the process followed in arriving at the need for another MRI, and the fact that
it is most advantageous to place that additional unit in an outpatient setting:

ODC AT KIRBY BUILDING — SUMMARY

Overall Program Description:

» Regional One Health System, through Regional One Health Imaging, LLC, is proposing to
develop an Outpatient Diagnostic Center (ODC) at an existing MOB at the Kirby Building at
6555 Quince Boulevard, to serve current patients and residents of Hospital’s Primary and
Secondary-East Service Areas. In addition, the ODC will serve the “medical neighborhood” that
Regional One Health System is creating at the Kirby Building. This medical neighborhood is
envisioned as an intensive ambulatory, patient-centered practice model with a primary care core
and selected key specialties, supported by the diagnostic services of this proposed ODC, therapies
including PT and OT, satellite pharmacy, and selected specialty practices of UTMG physicians.
This is intended to serve as a hub for Regional One’s population health management strategy.

Types of Diagnostic Imaging Tests to be offered by the ODC include:

Magnetic Resonance Imaging (MRI)
Computed Tomography (CT)

Bone Densitometry

Ultrasound

Digital Mammography

Flouroscopy

X-ray

VVVYyVYVYYVYY
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The Need for MRI: -

» Regional One is already exceeding HSDA guidelines for maximum operating capacity on_its
one MRI Unit. The one MRI unit located at the Hospital is used for Inpatient, Emergency
Department, Trauma Center, and Outpatient Care. As shown in the table below, for the past 4
fiscal years, Regional One not only has exceeded HSDA criteria for “Operational Efficiency” of
one MRI unit, but also has exceeded what HSDA has defined as capacity of one machine. In
FY2013 alone, the Regional Medical Center’s volumes exceeded optimal operational efficiency
by almost 1,900 procedures. .

MRI Procedures
FY10 | FY11 FY12 FY13

Number of Procedures at ROHS (one machine) 3,882 4,412 4,491 4,766
% Change over Prior Year 14% 2% 6%
HSDA Criteria for "Operational Efficiency" 2,880 2,880 2,880 2,880|
Number of Procedures Exceeding "Operational Efficiency 1,002 1,532 1,611 1,886
HSDA Criteria for MRI Capacity 3,600 3,600 3,600 3,600
P - : : g

Number of Actual Procedures Exceeding HSDA Maximum Capacity 282 812 891 1,166
Level

"No Shows'" Estimated at 15% * 582 662 674 715

Assume 50% of "No Shows" Would Have Used ROHS If Scheduling

had not been a barrier 2o o3 B3¢ 331

Assume 5% of Patients Referred For MRI Never Made An

Appointment Due to Long Wait List 85 . = 47

TOTAL of "Excess," "No Shows" and "Never Scheduled" | 961 1.584 1,677( 2,000
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Outpatients are differentially affected by these exceedingly high volumes, experiencing waits of
two weeks or more in scheduling an MRI. With a priority use of the existing Hospital MRI unit
for inpatients and emergency department patients, the waiting time to schedule an Outpatient MRI
is at least two weeks. As the State’s trauma center for West Tennessee, Regional One’s MRI is
utilized to maximum capacity and, when necessary a trauma patient can bump a long-scheduled,
elective Outpatient MRI. Regional One’s Inpatients are sicker than the general hospital
population, further increasing the demands on one MRI unit.

MRI scheduling wait time is a_barrier to_access for Outpatients and a _challenge fo maintain
continuity of care. A recent analysis conducted by Regional One’s-Radiology Department
indicates that excessive scheduling wait times have contributed to a high “no show” rate. In 2012
and, again in 2013, 15% of MRIs scheduled were “no shows.” Those Regional One patients who
are seeking care elsewhere experience a break in continuity of care. On the other hand, if those
patients do not seek care elsewhere, they are not receiving the care they need. Either way, the
analysis reveals that a second MRI is needed.

TennCare patients have been particularly hampered in scheduling at the Regional Medical
Center. The Hospital estimates that, in 2013, more than 300 TennCare patients were “no-shows”
for MRI procedures. Further, based on the long waits in scheduling an MRI at the Hospital, the
suppressed demand from our TennCare patients referred by our Regional One physicians may be
more than double that number when those referred by our physicians for care are deterred from
scheduling their MRIs at the Hospital because of long waits.

We do not know whether these Regional One TennCare patients ("No-Shows" and "Referred but
not scheduled") have gone elsewhere or whether they did not receive the care that was prescribed
by their physician. Either way, this suppressed demand is both a break in the continuity of care
rendered by Regional One and an access issue.

We would expect that with the convenience in scheduling, ease of travel to this location, parking
at the door, and other amenities provided at the Kirby Building, Regional One Health Imaging,
LLC should be able to recover this suppressed demand in the TennCare and other populations we
serve, thereby improving the medical management of our patients’ health care.

Self-Pay patients have limited choice in Shelby County and have been differentially exposed to
scheduling waits. In addition to “no shows,” we also have observed that many patients when
faced with too long waits for appointments, never follow-up on their care at all. Patients with
resources have choices. Regional One Health, as the County Healthcare Facility, is the only
choice available to elective self-pay patients.

There is a need to provide for market growth and the projected increased use of the modality.

e Market growth for Outpatient MRI between 2012 and 2022 is projected by the Health Care
Advisory Board to be 24% -- a compound growth rate of more than 2% per year

o Current MRI units (41) reported to HSDA 108,456 total procedures in 2012. This results
in an average utilization per machine of 2,645 in 2012, just under HSDA’s optimal
operational efficiency standard of 2,880 procedures per unit. Applying the compound
annual growth rate of approximately 2.2% per year projected by the HealthCare Advisory
Board for the Memphis East market, the MRIs now in the market will be operating at an
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average of 2,823 procedures by the year 2015 when Regional One Health Imaging opens
its facility.

Other considerations: 1) MRI is supplanting Nuclear Medicine and x-ray as the imaging
modality of choice for certain conditions; 2) Increasing population of aged individuals
drives increased imaging; and 3) New screening options also drive volumes

» VOLUME PROJECTIONS FOR REGIONAL ONE IMAGING — AT KIRBY

Anticipated utilization at the ODC will be as follows:

Outpatient Procedure Year 1 Year 2
MRI 2,363 2,611
C-Arm 508 637
CT 1,545 2,237
Plain Films 2,134 2,494
Fluoro - GI 508 611
Fluoro Myelo 254 368
Mammography (Digital) 2,748 2,985
Ultrasound 1,503 1,879
Bone Density 1,016 1,273
Total Volume [ 12,579 15,095 |

Why An ODC With MRI at Kirby:

» Responsive service to_existing patients is the primary goal: — To achieve this, Regional One is

focused on:

Timely Access: Adding and dedicating an MRI to Outpatients facilitates prompt
scheduling

Convenience in_Location: Approximately XX% of Regional ‘One’s PSA population
reside within a 20-Minute Drive-Time from Kirby. In addition, Kirby is close for SSA-
East. More stats re: rest of service area including SSA-East

Ease of Access Once Arrived: Getting downtown to the Regional Medical Center can be
a frustrating experience. Once one arrives at the Medical Center, parking and walking
time to get through the large downtown campus complex to get to Imaging can take
another 15 minutes. Ample parking will be provided at the Kirby Building with
convenient and quick access to the entryway of the building. Further, a covered porte
cochere will be available for patient drop-off, further speeding access.
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

- All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

-- The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

-- The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

- For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: The Project Costs Chart is completed. Approximately 4,587 GSF will be renovated, and
adding the common area factor, a total of 5,275 GSF will be leased. The Applicant’s renovation costs of
$249,000, divided by the GSF of the ODC (4,587) equals approximately $54.29 per GSF.

This project is financially feasible, based on cost information gathered by the HSDA for hospital projects
between 2009 and 2011, as seen in the next chart:

Hospital Construction Cost Per Square Foot

Years: 2009 —2011

Renovated New Total
Construction Construction ‘Construction
1* Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

Please see Attachment C.EF. 1, which is a letter from the Project Manager for this project.
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PROJECT COSTS CHART

Construction and equipment acquired by purchase.

S (oot SO [Ch = |50 IDFE

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee), Consultant
Acquisition of Site

Preparation of Site

Construction Costs (build out of existing space)

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)*

Other (Specify)

Subsection A Total

Acquisition by gift, donation, or lease.

B

Facility (Inclusive of Building and Land) (FMV)
Building Only

" Land Only

Equipment (Specify)

__MRI, CT. Mammo, X-Ray/Fluoro, Ultrasound
Other (Specify)

Equipment Maintenance

Subsection B Total

Financing costs and fees

129 191 =

Interim Financing

Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify)

Subsection C Total

Estimated Project Cost (A + B + C)

CON Filing Fee

Total Estimated Project Cost (D + E) TOTAL
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50,000

249,000

518,350

$ 817,350

$ 1,392,600

2,115,949

1,008,000

$ 4,516,549

0
5 99.00
h) 12,001.28

$ 5.345,900.28



2. Identify the funding sources for this project.

a. Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the application,
in the correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

A.

Commercial loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of the
loan, and any restrictions or conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.

Other—Identify and document funding from all other sources.

Response: This project will be financed by cash reserves. The financials of the Applicant indicate that
funds are available. In addition, J. Richard Wagers, Jr., Regional One Health’s Sr. Executive Vice
President and CFO, has furnished a letter attesting that Regional One Health has sufficient assets to
implement this project (see Attachment C.EF.2).
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3. Discuss and document the reasonableness of the proposed project costs. If applicable, compare the
cost per square foot of construction to similar projects recently approved by the Health Services
and Development Agency.

Response: Approximately 4,587 GSF will be renovated, and adding the common area factor, a total of
5,275 GSF will be leased. The Applicant’s renovation costs of $249,000, divided by the GSF of the ODC
(4,587) equals approximately $54.29 per GSF.

This project is financially feasible, based on cost information gathered by the HSDA for hospital projects
between 2009 and 2011, as seen in the next chart:

Hospital Construction Cost Per Square Foot

Years: 2009 —2011

Renovated New Total
Construction Construction Construction
1*' Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

Please see Attachment C.EF. 1, which is a letter from the Project Manager for this project.
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4. Complete Historical and Projected Data Charts on the following two pages--Do not modify the
Charts provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal Only
(i.e., if the application is for additional beds, include anticipated revenue from the proposed beds only,
not from all beds in the facility).

Response: As a new Applicant, there is no historical data. The Projected Data Chart is complete.
Please note that the project will have a positive cash flow in both Years 1 and 2. However, equipment
maintenance costs are not charged on the first year of the lease. However, such costs do begin in Year

2. Therefore, costs increase in Year 2, thereby affecting our bottom line. Even so, we anticipate
continuing positive cash flow in succeeding years.
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or agency.
The fiscal year begins in (month). 4

Response:

Utilization/Occupancy Rate (Patient Days)

Revenue from Services to Patients
l. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions

NET OPERATING REVENUE

Operating Expenses
1. Salaries and Wages

Physician’s Salaries and Wages

Supplies

. Taxes

. Depreciation

Rent

Interest, other than Capital

N A W

Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates

9. Other Expenses (Specify) ATTACHED

Total Operating Expenses

Other Revenue (Expenses)-Net (Specify) Attached

NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal

2. Interest

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESSCAPITAL
EXPENDITURES
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PROJECTED DATA CHART

Utilization/Occupancy (Patient Days)

Revenue from Services to Patients

l. Inpatient Services

2. Qutpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions
NET OPERATING REVENUE

Operating Expenses
Salaries and Wages
Physician’s Salaries and Wages (Contracted)
Supplies
. Taxes
. Depreciation
Rent
Interest, other than Capital
Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
. Other Expenses (Specify)_Attached

® N oL AL =

O

Total Operating Expenses
Other Revenue (Expenses)-Net (Specify) Attached
NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES
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Yr-1 Yr-2
12,579 15,095
7,758,909 9,310,691
7,758,909 9,310,691
4,911,583 5,893,900

131,707 158,049
81,469 97,762

5,124,759 6,149,711

2,634,150 3,160,979
571,200 647,170
474,147 568,976
107,438 132,794

60,000 60,000
100,703 100,703
144,000 144,000
104 104
111,366 126,439
851,889 1335,720

2,420,848 3,115,906
213,302 45,074
213,302 45,074




Give information for the two (2) years following the completion of this project. The fiscal year begins in July
(month).

OTHER EXPENSES
PROJECTED DATA CHART
Item D 9 -- Other Expenses Year 1 Year 2
Purchased Admin Services 144,205 120,189
General and Admin 290,301 296,107
Utilities 97,386 96,639
Misc Equipment Leases 180,509 361,018
Equipment Service and Repair 4,500 266,035
Billing and Collections 134,988 195,732
Total - $851,889 $1,335,720
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5. Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge.

Response: There are no historical charge rates for the Applicant. It is projected that average patient
charges for Year 1 (considering ALL procedures) will be:

Average Gross Charge/Patient: $555
Average Deduction/Patient $366
Average Net Charge/Patient $188.

It is projected that average patient charges for Year 1 (MRI only) will be:

Average Gross Charge/Patient: $1,794
Average Deduction/Patient $1,185
Average Net Charge/Patient $609.
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6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact on
existing patient charges.

Response: There are no historical charge rates for the Applicant. It is projected that average patient
charges for Year 1 (considering ALL procedures) will be:

Average Gross Charge/Patient: $555
Average Deduction/Patient $366
Average Net Charge/Patient $188.

It is projected that average patient charges for Year 1 (MRI only) will be:

Average Gross Charge/Patient: $1,794
Average Deduction/Patient $1,185
Average Net Charge/Patient $609.
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B. Compare the proposed charges to those of similar facilities in the serVIce area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services and
Development Agency. If applicable, compare the proposed charges of ‘the project to the
current Medicare allowable fee schedule by common procedure terminology:;i_(j;CPT) code(s).

Response: According to the HSDA, the median charge for an MRI procedure in 2612 was $2,106.03.
The Applicant anticipates the following for Year 1:

It is projected that average patient charges for Year 1 (MRI only) will be:

Average Gross Charge/Patient: $1,794
Average Deduction/Patient $1,185
Average Net Charge/Patient $609.
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7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

Response: The Projected Data Chart indicates sufficient revenue to maintain cost-effectiveness.
Obviously, income is dependent upon rendering services to a sufficient number of patients. However,
the number of anticipated procedures clearly shows that sufficient utilization of the ODC will result in
positive cash flow.
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8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: The Projected Data Chart indicates sufficient revenue to maintain cost-effectiveness.
Obviously, income is dependent upon rendering services to a sufficient number of patients. However,
the number of anticipated procedures clearly shows that sufficient utilization of the ODC will result in
positive cash flow.

The Hospital itself (the Applicant’s Owner) has reported profitable years since 2010, the year the new
management team was hired. In fact, Regional One Health has increased its revenue to the extent it has
sufficient cash reserves to fund this project. Financial viability has been ensured by improvements made
at the hospital, including cutting expenses, streamlining processes, reworking contracts, enhancing the
quality of services, and improving the financial viability of Regional One Health. This CON project is
the next phase of planned improvements to further improve both the quality of services being provided
to our patients and enhance patient convenience.
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9. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and Medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare, Medicare,
or other state and federal sources for the proposal’s first year of operation.

Response: The Hospital participates in Medicare and TennCare, as will the Applicant. The following
payor sources are anticipated at our ODC, by payor mix:

Medicaid 25%
Medicare 25%
Contracted Commercial 30%
Other Commercial 10%
Self Pay 10%.
10. Provide copies of the balance sheet and income statement from the most recent reporting

period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the end
of the application, in the correct alpha-numeric order and labeled as Attachment C, Economic
Feasibility-10.

Response: See Attachment C.EF.10.
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11. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to
why they were rejected.

Response: The only alternative — other than doing nothing — that was considered was placing more
diagnostic equipment at the hospital’s campus. This alternative was discarded due to space limitations
and patient inconvenience. This new site for a new ODC was chosen for the various reasons already
described in detail in this application.

b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response: The only alternative — other than doing nothing — that was considered was placing more
diagnostic equipment at the hospital’s campus. This alternative was discarded due to space limitations
and patient inconvenience. This new site for a new ODC was chosen for the various reasons already
described in detail in this application.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant
currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

Response: The Hospital has TennCare contracts with UHC/Americhoice, Blue Care and TNCare Select.
These contracts will not change as a result of this project. The Applicant will pursue contracts with the
same MCQOs, and with any new MCOs that provide services in the area.

Regional One Health and its predecessors have provided acute medical services for citizens of Shelby
County and the surrounding area for generations, beginning in 1936. Today, it is a regional referral
facility for a wide catchment area. While Shelby County residents remain its main reason for existence,
the hospital provides a wide assortment of tertiary health care services for people from surrounding areas.
As stated earlier, its 2011 JAR shows that its patients originated from 31 Tennessee counties plus 10
additional states. As such, Regional One Health has a plethora of contractual and working relationships.

See Attachment C.OD.1 for a letter of support from an existing provider. Other letters may be provided
later.
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2. Describe the positive and/or negative effects of the proposal on the health care system. Please
be sure to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the
service area of the project.

Response: The approval of this project will only result in positive outcomes. Regional One Health
System, through Regional One Health Imaging, LL.C, is proposing to develop an Outpatient Diagnostic
Center (ODC) at an existing MOB at the Kirby Building at 6555 Quince Boulevard, to serve current
patients and residents of Hospital’s Primary and Secondary-East Service Areas. In addition, the ODC
will serve the “medical neighborhood” that Regional One Health System is creating at the Kirby
Building. This medical neighborhood is envisioned as an intensive ambulatory, patient-centered practice
model with a primary care core and selected key specialties, supported by the diagnostic services of this
proposed ODC, therapies including PT and OT, satellite pharmacy, and selected specialty practices of
UTMG physicians. This is intended to serve as a hub for Regional One’s population health management
strategy.

As our patients who require diagnostic procedures are referred from within our health system, there
should be no negative impact on existing rehab providers.
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3. Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other documented sources.

Response: We anticipate hiring only 4 equipment technicians (“...employees providing patient care for
the project.”). The salary for each technician will be approximately $60,000 per year. This staff is
readily available either at work at the Hospital, or through our extensive personnel files. We anticipate
no problem in filling these few positions.

Comparable clinical staff in the service area as published by the Tennessee Department of Labor &
Workforce Development is included in Attachment C.OD. 3.
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4. Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

Response: We anticipate hiring only 4 equipment technicians (“...employees providing patient care for
the project.”). The salary for each technician will be approximately $60,000 per year. This staff is
readily available either at work at the Hospital, or through our extensive personnel files. We anticipate
no problem in filling these few positions.

Comparable clinical staff in the service area as published by the Tennessee Department of Labor &
Workforce Development is included in Attachment C.OD. 3.
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5. Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping, and
staff education. '

Response: The Applicant (through its Owner) is familiar with all licensing certification requirements
for medical/clinical staff.

6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: The Applicant’s Owner has clinical affiliation relationships with UT School of Medicine
and the University of Memphis School of Nursing. These relationships will only enhance services being
provided by our ODC. See Attachment C.OD.6.
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T (a) Please verify, as applicable, that the applicant has reviewed and understands the licensure
requirements of the Department of Health, the Department of Mental Health and Developmental
Disabilities, the Division of Mental Retardation Services, and/or any applicable Medicare
requirements.

Response: The Applicant, through its Owner, is familiar with all licensure requirements of the
regulatory agencies of the State.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Response:
Licensure: Tennessee Department of Health
Accreditation: Medicare, Medicaid/TennCare, ACR

(¢) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

Response: Not Applicable.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection with an
approved plan of correction. '

Response: Not Applicable.
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8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Response: There have been no final orders or judgments as are contemplated by this question.

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project

Response: There have been no final orders or judgments as are contemplated by this question.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information concerning

the number of patients treated, the number and type of procedures performed, and other data
as required.

Response: The Applicant will provide all data contemplated by this question.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper as proof of the publication of the
letter of intent.

Response: If the requested documentation is not attached, it will be submitted ongce received.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not
to exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of
its issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause shown.
Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of Need for a
period upon application and good cause shown, accompanied by a non-refundable reasonable filing
fee, as prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole discretion of
the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph, please
state below any request for an extended schedule and document the “good cause” for such an
extension.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART =)

Enter the Agency projected Initial Decision date, as published in Rule 68-1 1-1609(c): 11/2012.%,

Assuming the CON approval becomes the final agency action on that date; indicate the number of day from
the above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineering contract signed 15 ) 07/03/14
2. Construction documents approved, TDOH 60 09/02/14
3. Construction contract signed 1 09/03/14
4. Building permit secured 5 ] 09/09/14
5. Site preparation completed N/A
6. Building construction commenced I . 09/10/14
7. Construction 40% complete 60 11/09/14
8. Construction 80% complete 60 01/09/15
9. Construction 100% complete (app., occupancy) 30 ~02/09/15
10. *Issuance of license 30 - 03/09/15
11.  *Initiation of service 30 04/09/15
12.  Final Architectural Certification of Payment 30 03/09/15
13. Final Project Report Form (HF0055) 21 04/01/15

* For projects that do NOT involve construction or renovation : Please complete items 10 and 11
only.

Note: If litigation océurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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STATE OF TENNESSEE

Th
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COUNTY OF DAVIDSON

E. Graham Baker, Jr., being first duly sworn, says that he/she is the applicant named in this application

or his/her/its lawful agent, that this project will be completed in accordance with the application, that the
applicant has read the direétions to this application, the Rules of the Health Services and Development
Agency, and l\“.C.A. § 68-11-1601, et seq., and that the responses to this application or any other
questions deemed appropriate by the Health Services and Development Agency are true and complete to

the best of my Knowledge, information, and belief.

Sworn to and subscribed before me this 13% day of June, 2014, a

(month) (year)

NOTARY PUBLIC

My commission expires __ July 3rd , 2017
(Month/Day) (Year)




ATTACHMENT MRI

STATE HEALTH PLAN
CERTIFICATE OF NEED STANDARDS AND CRITERIA

FOR
MAGNETIC RESONANCE IMAGING SERVICES

The Health Services and Development Agency (HSDA) may consider the following
standards and criteria for applications seeking to provide Magnetic Resonance Imaging
(MRI) services. Existing providers of MRI services are not affected by these standards
and criteria unless they take an action that requires a new certificate of need (CON) for
MRI services. ‘

These standards and criteria are effective immediately as of December 21, 2011, the
date of approval and adoption by the Governor of the State Health Plan changes for
2011. Applications to provide MRI services that were deemed complete by HSDA
prior to this date shall be considered under the Guidelines for Growth, 2000 Edition.

Definitions

Capacity: The measure of the maximum number of MRI procedures per MRI unit per
year based upon the type of MRI equipment.

Dedicated Breast MRI Unit: An MRI unit that is configured to perform only breast
MRI procedures and is not capable of performing other types of non-breast MRI
procedures.

Dedicated Extremity MRI Unit: An MRI unit that is utilized for the imaging of
extremities only and is of open design with a field of view no greater than 25
centimeters.

Magnetic Resonance Imaging (MRI): A noninvasive diagnostic modality in which
electronic equipment is used to create tomographic images of body structure. The MRI
scanner exposes the target area to non ionizing magnetic energy and radio frequency fields,
focusing on the nuclei of atoms such as hydrogen in the body tissue. Response of
selected nuclei to this stimulus is translated into images for evaluation by the physician.

MRI Procedure: A single, discrete MRI study performed on a single patient during a
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single visit. The Health Services and Development Agency (HSDA) shaﬁ?be responsible
for setting reporting requirements consistent with this definition, including the
development of a selected set of CPT codes, which shall not include research-only CPT
codes for purposes of determining capacity and need.
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MRI Study: An MRI scan defined by a CPT procedure code.

MRI Unit: Medical imaging equipment (often referred to as a "scanner") that uses
nuclear magnetic resonance to create tomographic images of body structure. MRI
units may be differentiated by magnetic field strength ("tesla" or "T"), and also by
construction or orientation. A "closed" scanner typically uses a higher strength magnet
and an "open" scanner typically uses a lower strength magnet. There are also "multi-
position" or "stand-up" scanners (often used for spine and joint evaluation, where weight-
bearing is required) and limited-use scanners, such as those designed only to scan the
breast or extremities (e.g., elbows, wrists, toes, etc.).

Mobile MRI Unit: An MRI unit and transporting equipment that is moved or able to be
moved to provide services at two or more host facilities, including facilities located in
adjoining or contiguous states of the United States.

Mobile MRI Unit Capacity: Total capacity of a mobile MRI unit is 600 annual
procedures per day of operation per week and is based upon a daily operating efficiency
of 12 procedures per day x 50 weeks per year, multiplied by the number of days per
week that the equipment is used. The optimal efficiency of a mobile MRI unit is based
upon the number of days per week that it is in operation. For each day of operation per
week, the optimal efficiency is 480 procedures per year, or 80 percent of total capacity.

Dedicated Multi-position MRI Unit: An MRI unit that permits the patient to be
scanned in various positions, such as sitting, standing, bending, or leaning, as well as
lying down, for the purpose of providing weight-bearing scans.

Service Area: The contiguous counties or portions thereof representing a reasonable
area in which an applicant intends to provide MRI unit services and in which at least 75%
of its service recipients reside. An MRI unit should be located at a site that allows
reasonable access for residents of the service area.

Service Area Capacity: The estimate of the number of MRI units needed in a given
service area. The estimate is based upon an optimal efficiency of 2,880 procedures per
year for a stationary MRI unit and an optimal efficiency of 480 annual procedures per day
of operation per week for a mobile MRI unit

Specialty MRI Unit: A Dedicated Breast, Extremity, or Multi-position MRI
unit. Stationary MRI Unit: A non-moveable MRI unit housed at a single

permanent location.
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Stationary MRI Unit Capacity: Total capacity of a stationary MRI unit is 3600
procedures per year and is based upon a daily operating efficiency of 1.20 procedures per
hour, 12 hours per day x 5 days a week x 50 weeks of operation per year. The optimal
efficiency for a stationary MRI unit is 80 percent of total capacity, or 2,880 procedures
per year.

19



Standards and Criteria

1. Utilization Standards for non-Specialty MRI Units.

a.

An applicant proposing a new non-Specialty stationary MRI service
should project a minimum of at least 2160 MRI procedures in the first year
of service, building to a minimum of 2520 procedures per year by the second
year of service, and building to a minimum of 2880 procedures per year
by the third year of service and for every year thereafter. -

Response: The Applicant projects 2,363 scans in Year 1, and 2,611 scans in Year 2.

b.

Providers proposing a new non-Specialty mobile MRI service should
project a minimum of at least 360 mobile MRI procedures in the first year
of service per day of operation per week, building to an annual minimum of
420 procedures per day of operation per week by the second year of
service, and building to a minimum of 480 procedures per day of
operation per week by the third year of service and for every year
thereafter.

Response: Not applicable.

C.

An exception to the standard number of procedures may occur as new
or improved technology and equipment or new diagnostic applications for
MRI units are developed. An applicant must demonstrate that the
proposed unit offers a unique and necessary technology for the provision of
health care services in the Service Area. ,

Response: Not applicable.

d.

Mobile MRI units shall not be subject to the need standard in paragraph 1
b if fewer than 150 days of service per year are provided at a given
location. However, the applicant must demonstrate that existing services in
the applicant's Service Area are not adequate and/or that there are special
circumstances that require these additional services.

Response: Not applicable.

c.

Hybrid MRI Units. The HSDA may evaluate a CON application for an
MRI "hybrid" Unit (an MRI Unit that is combined/utilized with another
medical equipment such as a megavoltage radiation therapy unit or a

positron emission tomography unit) based on the primary purposes of the
Unit.

Response: Not applicable.
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2. Access to MRI Units. All applicants for any proposed new MRI Unit should
document that the proposed location is accessible to approximately 75% of the
Service Area's population. Applications that include non-Tennessee counties in
their proposed Service Areas should provide evidence of the number of existing
MRI units that service the non-Tennessee counties and the impact on MRI unit
utilization in the non-Tennessee counties, including the specific location of those
units located in the non-Tennessee counties, their utilization rates, and their capacity
(if that data are available).

Response: Based on an internal zip code patient analysis at Regional One Health,
approximately 80% of the Hospital’s patients requiring outpatient diagnostic services
reside within a 20 minute drive of the ODC location. Further, the location of this new
ODC will be much closer and more accessible for those patients who reside in the
southern and southeastern portion of our service area.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit should
document that alternate shared services and lower cost technology applications
have been investigated and found less advantageous in terms of accessibility,
availability, continuity, cost, and quality of care.

Response: The Applicant has researched available technology and has decided that the
Optima MR 450w MRI has features most desirable for our particular ODC, including but not
limited to high resolution and high signal-to-noise ratio images in short exam times. Please
see Attachment B.ILE. 1.

4, Need Standard for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a Service Area
when the combined average utilization of existing MRI service providers is at or
above 80% of the total capacity of 3600 procedures, or 2880 procedures, during the
most recent twelvemonth period reflected in the provider medical equipment
report maintained by the HSDA. The total capacity per MRI unit is based upon
the following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours per day x 5
days per week x 50 weeks per year = 3,600 procedures per year

Mobile MRI Units: Twelve (12) procedures per day x days per week in operation
x 50 weeks per year. For each day of operation per week, the optimal
efficiency is 480 procedures per year, or 80 percent of the total capacity of 600
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procedures per year.

Response: The anticipated hours of operation of the ODC are from 7 a.m. to 5 p.m., Mon —
Fri. If demand exceeds this schedule, we will extend our hours of operation.

5. Need Standards for Specialty MRI Units.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to
acquire a dedicated fixed or mobile breast MRI unit shall not receive a CON
to use the MRI unit for non-dedicated purposes and shall demonstrate that
annual utilization of the proposed MRI unit in the third year of operation
is projected to be at least 1,600 MRI procedures (.80 times the total
capacity of 1 procedure per hour times 40 hours per week times 50 weeks per
year), and that:

1. It has an existing and ongoing working relationship with a breast-
imaging radiologist or radiology proactive group that has experience
interpreting breast images provided by mammography, ultrasound, and
MM unit equipment, and that is trained to interpret images produced
by an MRI unit configured exclusively for mammographic studies;

2. Its existing mammography equipment, breast ultrasound equipment, and
the proposed dedicated breast MRI unit are in compliance with the
federal Mammography Quality Standards Act;

3. Itis part of or has a formal affiliation with an existing healthcare system
that provides comprehensive cancer care, including radiation oncology,
medical oncology, surgical oncology and an established breast cancer
treatment program that is based in the proposed service area.

4. It has an existing relationship with an established collaborative team for
the treatment of breast cancer that includes radiologists, pathologists,

radiation oncologists, hematologist/oncologists, surgeons,
obstetricians/gynecologists, and primary care providers.

Response: Not applicable.
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b. Dedicated fixed or mobile Extremity MR1 Unit. An applicant proposing to

institute a Dedicated fixed or mobile Extremity MRI1 Unit shall
provide documentation of the total capacity of the proposed MR1 Unit
based on the number of days of operation each week, the number of days to
be operated each year, the number of hours to be operated each day, and
the average number of MR1 procedures the unit is capable of performing
each hour. The applicant shall then demonstrate that annual utilization of
the proposed MRI Unit in the third year of operation is reasonably
projected to be at least 80 per cent of the total capacity. Non-specialty MRI
procedures shall not be performed on a Dedicated fixed or mobile
Extremity MRI Unit and a CON granted for this use should so state on its
face.

Response: Not applicable.

C.

Dedicated fixed or mobile Multi-position MRI Unit. An applicant proposing
to institute a Dedicated fixed or mobile Multi-position MRI Unit shall
provide documentation of the total capacity of the proposed MRI Unit
based on the number of days of operation each week, the number of days to
be operated each year, the number of hours to be operated each day, and
the average number of MRI procedures the unit is capable of performing
each hour. The applicant shall then demonstrate that annual utilization of
the proposed MRI Unit in the third year of operation is reasonably
projected to be at least 80 per cent of the total capacity. Non-specialty MRI
procedures shall not be performed on a Dedicated fixed or mobile Multi-
position MRI Unit and a CON granted for this use should so state on its
face.

Response: Not applicable.

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units. If data

availability permits, Breast, Extremity, and Multi-position MRI Units shall not
be counted in the inventory of non-Specialty fixed or mobile MRI Units, and an
inventory for each category of Specialty MRI Unit shall be counted and
maintained separately. None of the Specialty MRI Units may be replaced with
non-Specialty MRI fixed or mobile MRI Units and a Certificate of Need granted
for any of these Specialty MRI Units shall have included on its face a statement to
that effect. A non-Specialty fixed or mobile MRI Unit for which a CON is granted
for Specialty MRI Unit purpose use-only shall be counted in the specific Specialty
MRI Unit inventory and shall also have stated on the face of its Certificate of
Need that it may not be used for non-Specialty MRI purposes.
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Response: Not applicable.

7. Patient Safety and Quality of Care. The applicant shall provide evidence that

any proposed MRI Unit is safe and effective for its proposed use.

a.

The United States Food and Drug Administration (FDA) must certify the

proposed MRI Unit for clinical use.

Response: The MRI is FDA approved. Please see Attachment B.ILE.].

b.

The applicant should demonstrate that the proposed MRI Procedures will be
offered in a physical environment that conforms to applicable federal
standards, manufacturer's specifications, and licensing agencies'
requirements.

Response: The MRI procedures will be offered in a physical environment that
conforms to applicable federal standards, manufacturer’s specifications, and licensing
agencies’ requirements.

C.

Response:

The applicant should demonstrate how emergencies within the MRI Unit
facility will be managed in conformity with accepted medical practice.

The Applicant’s Owner (Regional One Health) has protocols in place to ensure

emergencies will bé managed in conformity with accepted medical practice. These protocols
will be replicated in the ODC.

d. The applicant should establish protocols that assure that all MRI
Procedures performed are medically necessary and will not unnecessarily
duplicate other services.

Response:  The Applicant’s Owner (Regional One Health) has protocols'ill place to ensure

that all clinical procedures performed are medically necessary and will not unnecessarily
duplicate other services. These protocols will be replicated in the ODC.

An applicant proposing to acquire any MRI Unit or institute any MRI
service, including Dedicated Breast and Extremity MRI Units, shall
demonstrate that it meets or is prepared to meet the staffing recommendations and
requirements set forth by the American College of Radiology, including staff
education and training programs.
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Response: The Applicant will meet such staffing recommendations and requirements.

f.  All applicants shall commit to obtain accreditation from the Joint Commission,
the American College of Radiology, or a comparable accreditation authority
for MRI within two years following operation of the proposed MRI Unit.

Response: The Applicant plans to file for ACR accreditation.

g. All applicants should seek and document emergency transfer agreements with
local area hospitals, as appropriate. An applicant's arrangements with its
physician medical director must specify that said physician be an active member
of the subject transfer agreement hospital medical staff.

Response: The Applicant’s Owner (Regional One Health) has such agreements, and the
same agreements will be pursued and implemented by the Applicant.

8. The applicant should provide assurances that it will submit data in a timely fashion
as requested by the HSDA to maintain the HSDA Equipment Registry.

Response: The Applicant will provide all data contemplated by this question.

9. In light of Rule 0720-11.01, which lists the factors concerning need on which
an application may be evaluated, and Principle No. 2 in the State Health Plan, "Every
citizen should have reasonable access to health care." the HSDA may decide to
give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated by
the United States Health Resources and Services Administration;

Response: Regional One Health accepts all patients who present for care, 1rrespect1ve of
their ability to pay, as will the Applicant.

In addition, according to the U.S. Department of Health and Human Services, there are 58
Medically Underserved Area tracts in Shelby County. In addition, the same source shows that

there are 113 census tracts that are Health Professional Shortage Areas. See Atrachment
C.Need. 4.B.

Further, charts provided in the application show that Shelby County has a high percentage of
racial minorities, and both per capita income and average household income for Shelby
County compare favorably with both Tennessee and the nation. Regional One Health accepts
all patients who present for care, irrespective of their ability to pay, as will the Applicant. The
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approval of this project will only enhance the care delivered to all patients at Regional One
Health and through its subsidiary, including minorities and low income patients.

b. Who is a "safety net hospital" or a "children's hospital" as defined by the Bureau
of TennCare Essential Access Hospital payment program; or

Response: Not applicable.

c. Who provides a written commitment of intention to contract with at least
one TennCare MCO and, if providing adult services, to participate in the
Medicare program; or

Response: Regional One Health has TennCare contracts with UHC/Americhoice, Blue Care

and TennCare Select. The Applicant, as a wholly-owned subsidiary, will pursue the same
contracts.

The Applicant will contract with any new MCOs that provide services in the area.

Attachment A.13 shows the grand divisions of the State of Tennessee, by MCO coverage.

d. Who is proposing to use the MR1 unit for patients that typically require
longer preparation and scanning times (e.g., pediatric, special needs, sedated,
and contrast agent use patients). The applicant shall provide in its
application information supporting the additional time required per scan and
the impact on the need standard.

Response: Not applicable.
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Rationale for Revised and Updated Standards and Criteria for Magnetic
Resonance Imaging Services

Definitions

Specialty MRI Units. The Office of Health Planning recognizes that certain MR1
Units dedicated for breast, extremity, and multi-position purposes do not reach the level
of utilization that standard MRI Units do. Consequently, definitions for these Specialty
Units have been created and specific standards for each have been developed.

MRI Procedure. To provide for uniform procedure reporting, the Health Services
and Development Agency is responsible for setting CPT code reporting requirements
consistent with the definition of MRI Procedure. Research CPT codes are excluded from
capacity and need calculations.

Capacity. The Office solicited operating schedule information from owners/operators of
MRI Units. From this information, while total capacity of a non-Specialty MRI
Unit could conceivably be based on an operating schedule of 24 hours per day, 7 days
per week, usual practice does not cover such extended hours of operation. It appears that
physician offices and outpatient diagnostic centers more usually operate their MRI Units
Monday-Friday; inpatient facilities typically operate Monday-Friday, with the potential to
operate on Saturdays as needed. There are exceptions, however, with both outpatient and
inpatient MRI Units operating more than five days a week. Hours of operation vary and
seem to not be dependent upon outpatient or inpatient use, usually from 12 to 16 hours per
day. Utilization and operating practices can and do vary widely.

Additionally, from the information received, the length of time per scan varies depending
on a variety of circumstances, including protocols in place, whether a patient is sedated
or needs longer time to be placed in the unit, whether the scan is with or without
contrast, etc. A scan may take as little as 30 minutes or as long as 80 (or more) minutes.
Typically, due to sedation and/or contrast requirements, an inpatient facility will take
longer to perform its scans. However, Tennessee does not collect sufficient data on these
scans in order to develop a total capacity formula based on them.

We are basing a total non-Specialty MR1 unit capacity number on the performance of 1.20
scans per hour, Monday through Friday utilization, 12 hours a day, 50 weeks a year, for a
total capacity number of 3,600. Using an 80% optimal efficiency number, we arrive at
2,880 as the number of scans a year that a typical stationary non-Specialty MRI Unit
should be able to perform.
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Standards and Criteria Regarding Certificate of Need Applications for

Magnetic Resonance Imaging Services

1.

Exceptions to Utilization Standards: Exceptions to the standard number of
procedures has been retained for new or improved technology and diagnostic
applications, and for mobile MR1 Units in operation fewer than 150 days of service
per year. Applications for hybrid MRI Units (e.g., MRI Units combined with PET
Units or MRT Units) may be assessed under the primary use of the hybrid unit.

Other Access Issues: The provision of health care doesn't recognize state
boundaries. Accordingly, applicants may include non-Tennessee counties in
proposed service areas if that data are available.

Economic Efficiencies: To support the goal of reducing health care costs,
applicants should document that other options have been investigated and found
less advantageous.

Specialty MRI Units Standards: Dedicated Breast MRI Units have a proposed
total capacity estimate of 2,000 procedures per year. Dedicated Extremity and
Dedicated Multi-position MRI Units do not have a defined estimate; an applicant
must demonstrate total capacity as well as its estimated annual utilization that, by
the third year, will be at least 80% of total capacity.

Inventories:  Given that there are proposed different standards for Specialty and
non-Specialty MRI Units, separate inventories should be maintained.
Additionally, a CON granted for the institution of a Specialty MRI Unit should not
be permitted to be used for non-Specialty MRI purposes; it is recommended that any
CON granted for Specialty MRI purposes so state on its face.

Quality of Care: Specific staffing, training, and education standards are included to
help ensure patient safety and quality of care provided.
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ATTACHMENT ODC

OUTPATIENT DIAGNOSTIC CENTERS

1. The need for outpatient diagnostic' services shall be determined on a county by
county basis (with data presented for contiguous counties for comparative purposes)
and should be projected four years into the future using available population
figures.

Response; The Applicant’s primary service area is Shelby County. Approximately 88.5% of
the Applicant’s Owner’s patients who originate in Tennessee are from Shelby County, according
to recent JAR data. For example, Regional One Health provided 68,095 inpatient days to
Tennessee residents in 2011, with 60,247 originating from Shelby County. With that said, the
Applicant also provided care to patients from 31 total counties in Tennessee in 2011, and patients
_from at least 10 other states came to the Applicant for care in 2011. In addition to the 68,095
patient days provided to Tennessee residents, 22,677 inpatient days were provided to residents of
other states, bringing the total inpatient days to 90,772. While this data emphasizes the
“regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby County is
primary service area of Regional One Health. As a wholly-owned subsidiary, the Applicant’s
service area will surely mimic that of the hospital.

2 Approval of additional outpatient diagnostic services will be made only when it is
demonstrated that existing services in the applicant’s geographical service area are
not adequate and/or there are special circumstances that require additional services.

Response: The Hospital provides all of the stated services at its facility on Jefferson Avenue in
downtown Memphis. However, such diagnostic services are over-utilized at the Hospital due to
a combination of factors, including inpatient use, emergency patient use, and the fact that the
Hospital operates the third most active Trauma Center in the United States. Due to the high
demand at the Hospital, the scheduling of diagnostic services — especially elective services —
result in long wait times for patients and providers alike. The Applicant projects future
need/demand for diagnostic services at the same rate utilization of these services have increased
at the Hospital. Therefore, additional diagnostic services are needed, and it was deemed prudent
to open up an ODC in a more convenient location for outpatients. The Hospital already has the
MOB under lease, and sufficient space is available on the first floor of that building for the ODC.

3. Any special needs and circumstances:

a. The needs of both medical and outpatient diagnostic facilities and services
must be analyzed.

Response: Please note response to #2 above. In addition, according to the U.S. Department of
Health and Human Services, there are 58 Medically Underserved Area tracts in Shelby County.
In addition, the same source shows that there are 113 census tracts that are Health Professional
Shortage Areas. See Attachment C.Need.4.B.
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Further, charts provided in the application show that Shelby County has a high percentage of
racial minorities, and both per capita income and average household income for Shelby County
compare favorably with both Tennessee and the nation. Regional One Health accepts all patients
who present for care, irrespective of their ability to pay, as will the Applicant. The approval of
this project will only enhance the care delivered to all patients at Regional One Health and
through its subsidiary, including minorities and low income patients.

b. Other special needs and circumstances, which might be pertinent, must be
analyzed.

Response: Please note response to #2 above. In addition, according to the U.S. Department of
Health and Human Services, there are 58 Medically Underserved Area tracts in Shelby County.
In addition, the same source shows that there are 113 census tracts that are Health Professional
Shortage Areas. See Attachment C.Need.4.B.

Further, charts provided in the application show that Shelby County has a high percentage of
racial minorities, and both per capita income and average household income for Shelby County
compare favorably with both Tennessee and the nation. Regional One Health accepts all patients
who present for care, irrespective of their ability to pay, as will the Applicant. The approval of
this project will only enhance the care delivered to all patients at Regional One Health and
through its subsidiary, including minorities and low income patients.

c. The applicant must provide evidence that the proposed diagnostic outpatient
services will meet the needs of the potential clientele to be served.

1. The applicant must demonstrate how emergencies within the
outpatient diagnostic facility will be managed in conformity with
accepted medical practice.

Response The Applicant’s Owner (Regional One Health) has protocols in place to ensure
emergencies will be managed in conformity with accepted medlcal practice. These protocols
will be replicated in the ODC.

2 The applicant must establish protocols that will assure that all clinical
procedures performed are medically necessary and will not
unnecessarily duplicate other services.

Response:  The Applicant’s Owner (Regional One Health) has protocols in place to ensure
that all clinical procedures performed are medically necessary and will not unnecessarily
duplicate other services. These protocols will be replicated in the ODC.
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ARTICLES OF ORGANIZATION
OF
REGIONAL ONE HEALTH IMAGING, LLC

under the Tennessee Revised Limited Liability Company Act, Tennessee Code Annotated,
Sections 48-249-101, et seq. (the “Act”), as amended, hereby adopts the following Articles of
'Organization for such limited liability company:

ARTICLE I

The name of the limited liability company is Regional One Health Imaging, LLC (the
"Company").

ARTICLE I
The address of the initial registered office is 877 Jefferson Avenue, Memphis, Tennessee
38103, in Shelby County. The name of the Company’s initial registered agent is Monica N.
Wharton.
ARTICLE ITY

The name and address of the organizer of the Company is Kim Harvey Looney, 511
Union Street, Suite 2700, Nashville, Tennessee 37219.

ARTICLE IV
. The initial principal executive office of the Company is 877 Jefferson Avenue, Memphis,
Tennessee 38103. The county in which the initial principal executive office is located is Shelby
County, Tennessee.
ARTICLE V
The Company shall be member-managed.

ARTICLE VI

The existence of the Company is to begin upon the filing of the Articles.

Dated: June 4, 2014

oemgy ﬁ‘ém—f’\/

Kim Harvey Looney, Organizer ©

11915198.1

~The undersigned. acting as the organizer of a limited liability company (the "Company”) "~
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CoF
TEe el SHELAY COUNTY HEALTE CARE CORTORATION g
bursvant fo ria pravisions of Secnion 98-69-105 of the
Tennesswe Nprozofit CoTporstlon AT, rhe undersignes corporat ion
adgpres the felleving arzicles of gmendment to LUF charter:
N The same of the focporatiod is
SMELBY COUNTY HEALTH CARE CORPORATLON
Y. .The texs of cach amentmony adoptod :s:
Article Ho. 3 of the charzer ig hereby delesed in its
entirety, and the {oliowing substituted thecefors -
Y (ay che complets address of the corpuration'’s piincinﬁl
¢ffirce is: 8§17 Jefferson AHvenrec, Yomphis - Sholby
Cohunty, TehRnessee, IBLOT. T 7T == )
[§=F) The complate address of the ‘corperation's curgest
registarec office in Teanassee is: Suige 1906, One
Comperce Square, Memphis, Shelby County, Tonnessoe,
28103, ' ' '
te) The neme of the current rogistered agenpit to be
loozred at the address listed im 3(b} isx Gavin M.
Centey, ™" 2
Article No. 1k of the cheztes is hereby deleted, end the
following subskituted bherefsr:’
"10. This cocparation is & publie bencflit corperétion.”
The follewing articles aze added to the charies:
"11. This corpération is not a wellgious corporstion,
1Z. Dirsctors of this cecporation shell smot be personally . %
lizble to the corporstion for monetary damages for Eﬁy
hreach of fiduciary duty as g dirsctor, Sitept for the A
following: (&) For sy hreseh of the-dizector's duty of =
lovelty to the corpereciony {bi For a%is or ppieslions §
mot in good faith or which involve intentionsl :
niscondier or ¢ kaowing vinlatisn of law; oF {cl”
Lidbility for wplawful distributions tnder B46-56-304 of
the Tennesses Nonprofit {orperation Act. Nothing im
this article is Intended to limit, madify op wilye the =
immunity 2fforded directurs under §48~5B-601 of the g%'
Tennesste Honprofit Corporation Act.” 2 ;Egi
3. ThHe cozporation is a penprofly corporation. : ) E?
4, The emeadment was duly sdopted oo leead JY, IFRT T
by ehe b§azé of dirzerors withou® members' approvail, &5 Huch 1S (e
net required, there being no mesbers, :
P e N ; .u_ﬁ,ﬁ?w,m":. . T T W P '-'W:G

5. Additionat approvel for the asendmcat {af permitted by
orperation ACL} was not
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SERLBY COUNTY BEALTH (BRE CORPORATION

vmder the suthority of Sectien 48-1-383 of the Tennessee
Genersl Uorporation Aot Shelby County Beslfh Care Corparation

emends its charter as follews:
21l of the provisions of the charter remain the same sxoept

pagéézaph T, which is hereby deleted znd the following

eubstifuted thersfor:
7. whe governing body of this corporatiom shell Be & Board

Te'

.sﬁ Hredtors ?he;;' shall wmennge its husiness and géﬁ&iigs; Thes

rs shall. be of legsl sgé. The Razrd of Qi:%::tgrs‘ shall
sonsist of twsive (IZ} fegz;l&f %r—'i-;éfxg mezbers to be sppointed by
the Ezyor af 5%2&3.5“ _e;aﬁnty; Penneszes, £5d ;‘:&z‘eé £2} aco-voting

ex-officio mewhers xs follows:

fal The twelvs (13) ‘xe:ga}gar vobing lﬁiz:ﬁat&m shell be
sagpf:i'ﬁtgi by &he E-éayé of Ehelby Counky, ‘fermez%%ewbiec: 3 the
spprovel by the Bosrd of cw_m_iszséczrsezé of theiby County. %he

regular voting Directars shell be s follows:

initiel term of the regular

Feur (41 shall be sppofnted for ome {1} Yexr, four £&} Zer teo

or three {3} yezrs. After the imitial

bali

{2y yoars, aad four (&2
hsil hzve thrse (3} ye=r terms.
iesstars shell chsvse & Chefosen from the

%9 ym— .
arm,. &11 Ricectors 8

By %he Soerd of

tweive (123 resuler voking Directors ead the tesm of & Chelirmsn
w11l ba for sme (1} yesr. B Chalrman zay not gerve =ave thea

p =

TS CRCES.

fean

£ive (5} sur 482




(o} In additior to twslve {12} zegular voring Directors,
the following three {.3;) orsons shall be ez-¢ “ficio zzqnwatiﬁg
Bire'c%:.a:é: té& admini sirator of the Hospital. the HMedical
nirector of the hog ital, and the Prasident of the Medlcal gtaff.
Bx-officio Directors shall not be soynted for qﬁm:*zzm puposss .

- Tﬁé }.ﬁ:aﬂ@eﬁt was duly adopted at z meeting of the Biractors

. r 4 N " R .
on the 277 Zay of FYIsCH . 1986, there beiny no members.
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® SEELEY COUNTY ZEXLTH CARD CORPORBTITON

smends ifs Charter ag followa:

= of the corporsbion is SHELEY

il
;
ﬁ‘

2; | The Mmendment adopted is = change im -_-:“ags:a*h T, which
iz deletsd znd for which the m.?s%%’::{@ “is gubetituted:

7. The gcverninar Body of this corporation shail bs 2 Board

of I:sire Lors who sbari m_nadé its bﬁmﬁeﬂg e =ffeirs., The

Dirsctors shall 'be_oz gai sgs. Thas Board of Directors shall
sopsist of twelve €12} woting mezbears o be apocinted by the Kaver

of Shelby County, Yemnsssee and one (1} non-voting ex officdc

member as follows:
(2] The twelve {12) regular vobting Direcsnre shall

Be apps.m ted by ths ﬁagav nf Shelby County, Tompsgsse

gubject o the azzpmva:g by the Bozrd of Comissicners of
Shelby County. The .aifizl term of the regular voting

Birectors shall be as follows: fosr (£) shall be sppointed

for ene {1} year, four (£} for two (2} years end Zomr (4}

)
L

2
Eha-sssinga

fh
h
i

Sor three (3} yeacs. Affer the initisl texm.

skzll have three {3} .year terms.

(b} The Board of Directors shall choose 2 Chairman

Fyrem dhe tweivs (312} =

aguiar voting Dzrs: tors gnd the ters

i

of the Cisa’irsﬁéﬂ wiil bs for one (1} yesr. A hairmsn may
. serve more than Ffive (5} suctessive Lerms.
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ion to the twelve (12} regular voting

{C} iz =&8Lt
Directors, the Edministrator of the Tospital shall be an

for quorum purposes.

. All other provigions shall remain unchanged.

vr

-

4, The zmendment wWas duly adopted at a meeting of the
sctors on April 25, 1985, there being no menoers.
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fLeraficate oL BxisStende

STATE OF TERNNESSEE

Tre Hargett, Secretary of State
Division of Business Services
Wiltiam R. Snodgrass Tower

312 Rosa L. Parks AVE, 6th FL
Nashville, TN 372431102

= GRAHAM BAKER JRESQ August 17, 2012
1175 TRAVELERS RIDGE DRIVE
NASHVILLE, TN 87220 -

Request Type: Certificate of E;;isfence/Aufhorizaﬁon lssuance Date: 08/17/2012

Request #: 0074317 Copies Requestad: 1

' Document Recelpt
Receipt # : 809248 ' Fiting Fes: $22.25
Payment-Cradit Card - TennesseeAnytime Online Paymient # 146625758 $22.25:
Regarding: SHELBY COUNTY HEALTH CARE CORPORATION
Filing Typé: Gorporation Non-Profit - Domestic Conirol # 104378
Formation/Qualification Date: 06/15/1981 Date Formed: 06/15/1881
Siatus: Active Formation l.ocale: TENNESSEE

Duration Term:  Perpetual Inactive Date:

Business Cournty; SHELBY COUNTY

CERTIFICATE OF EXISTENCE

n

| Tre Hargett, Secretary of State of the State of Tennes
the issuance daté noted above .

oy g e o pese ™ A BESE
SHELBY COUNT PO

Y MEALTH CARE CORPORATION
* ig a Corporafion duly incorperated under the law of this State with a date of incorporation and
duration as given abave; o '

es owed to this State.(as reflected in the records of the

* has paid all faes, taxes and penafi]
p . a -1 B 5.
y which affect the existence/authorization of

Secretary of State and the Department of Reveriue
the business; . ' }
* has filed the most recent corporétion annual report requifed with this office;
* has appointed a registered dgent and registered office in this'State;

* has not filed Afticles of Dissolution or Articles of Termination. A decree of judicial dissolution
has not been filed.

Tre Hargett
. Secretary of State
Processed E}y Cert Web Usar - \"erificaéion #: 001478429

Phone 616-741-8488 * Fax (315) 741-7310 7 Wabsitz: hitp:/ftnbsar.tn.gov/



Attachment A.4.2

STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Filing Information

Name: SHELBY COUNTY HEALTH CARE CORPORATION

General Information

SOS Control #: 104378 Formation Locale: TENNESSEE
Filing Type: Corporation Non-Profit - Domestic - Date Formed: ~ 06/15/1981
Filing Date: 06/15/1981 4:30 PM Fiscal Year Close 6

Status: Active

Duration Term: Perpetual

Public/Mutual Benefit: Public

Registered Agent Address Principal Address

MONICA N WHARTON MONICA N. WHARTON

877 JEFFERSON AVE 877 JEFFERSON AVE

MEMPHIS, TN 38103-2807 MEMPHIS, TN 38103-2807

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description image #

02/27/2014 Assumed Name 7293-0230
New Assumed Name Changed From: No Value To: Regional Medical Center

02/20/2014 Assumed Name 7289-0207
New Assumed Name Changed From: No Vaiue To: Regional One Health

11/05/2013 2013 Annual Report 7251-1644

09/18/2012 2012 Annual Report e i 7096-0422
Principal Address 3 Changed From: No value To: MONICA N. WHARTON '

02/21/2012 Amended and Restated Formation Documents 6999-2738

Principal Address 1 Changed From: 877 JEFFERSON AVENUE To: 877 JEFFERSON AVE
Principal Postal Code Changed From: 38103 To: 38103-2807
09/29/2011 2011 Annual Report 6943-1870
04/11/2011 Assumed Name Renewal 6877-2034
Assumed Name Changed From: THE REGIONAL MEDICAL CENTER AT MEMPHIS To: THE REGIONAL MEDIC,
CENTER AT MEMPHIS
Expiration Date Changed From: 05/23/2011 To: 04/11/2016
04/11/2011 Assumed Name Change 6883-0157
Assumed Name Cancelled Changed From: No Value To: THE REGIONAL MEDICAL CENTER AT MEMPHIS

New Assumed Name Changed- From No Value To: Regional Medical Center at Memphis |
6/12/2014 10:16:11 AM * Page1of3



Name:

SHELBY COUNTY HEALTH CARE CORPORATION

Filing Information

09/30/2010
10/07/2009

11/10/2008 Registered Agent Change (by Entity)

2010 Annua! Report

2009 Annual Report

Registered Agent Changed

08/07/2008
06/27/2007
06/11/2007
01/16/2007

12/01/2006-

05/23/2006
02/01/2006
12/01/2005
10/04/2004
12/11/2003
12/11/2003
07/03/2003
07/05/2002
02/05/2002
12/21/2001
08/01/2000
12/31/1998
Merged

Merged
12/31/1998

Merged

2008 Annual Report
2007 Annual Report

Amended and Restated Formation Documents

2006 Annual Report

‘Notice-of Determination--

Assumed Name

2005 Annual Report
Notice of Determination
2004 Annual Report
2003 Annual Report
Assumed Name
Assumed Name

2002 Annual Report
2001 Annual Report
Notice of Determination
2000 Annua! Report
Merger

Control # Changed From: 000104378
Control # Changed From: 000270481

Merger

1 K

Controt # Changed From: 000104378
Merged Control # Changed From: 000222713

00/09/1998 Assumed Name Renewal

03/11/1998 CMS Annual Report Update

Registered Agent Changed

12/19/1997

03/25/1996 Registered Agent Change (by Entity)
Registered Agent Physical Address Changed

Notice of Determination

Registered Agent Changed

03/07/1995 Registered Agent Change (by Agent)
Registered Agent Physical Address Changed

6/12/2014 10:16:11 AM

8776-3221
6609-2422
8398-1272

8360-1232
6080-2141
6071-1204
5917-0341

‘ROLL 5893 _ __

5797-0604
5673-1570
ROLL 5617
5248-1491
4982-0725
4982-0727
4855-1512
4544-0739
4412-3028
ROLL 4376
3966-0242
3601-2051

3601-2054

3558-2965
3467-0972

ROLL 3425
3144-0010

2970-0379

Page 2 of 3



Fiting Information

Name: SHELBY COUNTY HEALTH CARE CORPORATION

12/17/1993 Notice of Determination
10/18/1993 Assumed Name
08/30/1991 CMS Annual Report Update

Mail Address Changed
10/22/1990 Articles of Amendment

Principal Address Changed

Registered Agent Physical Address Changed
05/10/1990 Common Amendment

~ 03/16/1990_ Dissolution/Revocation - Administrative

12/29/1989 Administrative Amendment

Mail Address Changed
12/15/1989 Notice of Determination

08/04/1988 Assumed Name
05/13/1986 Articles of Amendment
05/10/1985 Articles of Amendment
07/15/1981 Articles of Amendment
06/15/1981 Initial Filing

Active Assumed Names (if any)

ROLL 2766
2747-0136
2256-0987

1971-0675

1762-1040
ROLL 1685
1580-1741

ROLL 1577
906-0005

611 01687
542 01037
219 01080
215 00147

Date Expires

Regional Medical Center
Regional One Health
Regional Medical Center at Memphis

6/12/2014 10:16:11 AM

02/27/2014  02/27/2019
02/20/2014  02/20/2019
04/20/2011  04/11/2016

Page 3 of 3
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Attachment A5

(A

DRAFT
MANAGEMENT SERVICES AGREEMENT

THIS MANAGEMENT SERVICES AGREEMENT (the “Agreement”) is made and

entered into as of this day of 2014, to be effective as

provided herein, by and between
(“COMPANY™), and REGIONAL ONE HEALTH IMAGING, LLC (“ODC”), located in

Memphis, Tennessee.

RECITALS:

A. ODC intends to develop, construct and operate an outpatient diagnostic facility

(the “Facility”). ODC intends to operate the Facility as a freestanding outpatient diagnostic

center.

B. COMPANY has acquired certain training, technical skills and experience with
respect to the management of outpatient diagnostic centers, and ODC desires to obtain the

services of COMPANY to assist in the management of the Facility.

C. COMPANY is willing to render services as described in this Agreement in

accordance with the terms and conditions hereinafter set forth.

1. TERM.

The initial term of this Agreement (“Initial Term”) shall commence

on , 2014 (the “Effective Date”), and shall terminate on the

anniversary of the date the Facility commences operations (the “Commencement Date™), unless
sooner terminated as provided herein. Following the Initial Term, this Agreement shall
automatically renew for successive periods of years duration each (the “Renewal
Terms”), unless one party gives the other party at least sixty (60) days written notice of non-
renewal. The Initial Term and the Renewal Terms are collectively referred to in this Agreement

as the “Term.” The terms and conditions for the Renewal Terms shall be substantially similar to

those of the Initial Term.



2 RETENTION OF AUTHORITY.

Throughout the Term, ODC shall retain all authority and control over the business,
policies, operations and assets of the Facility, except as specifically provided herein, and ODC
shall retain the final authority and responsibility for all matters pertaining to the operations of the
Facility. ODC does not delegate to COMPANY any of the powers, duties and responsibilities
required to be retained by ODC under law and shall be the owner and holder of all certificates
and Ticenses issued under authority of law for operation of the Facility by ODC. ODC shall be
the owner and holder of all accreditation certificates and contracts entered into by or on behalf of
ODC. COMPANY shall perform the Management Services (as defined below) in accordance
with the policies, bylaws and directives of ODC. ODC shall’ communicate -all relevant-policies-
and directives to COMPANY. COMPANY shall be entitled to rely on and assume the validity
of communications from, and shall report to, the ODC. All medical and professional matters
shall be ODC’s sole responsibility. The relationship between the parties hereto is not one of
partners or joint venturers, but rather, COMPANY is acting as an independent contractor in
discharging its duties hereunder and as agent for ODC in the purchase of any services or tangible

personal property to be incorporated into or consumed in the operation of the Facility.

3. DEVELOPMENT SERVICES.

From the Effective Date through the Commencement Date, COMPANY shall assist ODC
in managing an outpatient diagnostic facility by providing the services listed on Exhibit A (the

“Management Services”) and shall assist the ODC and its consultants with completion of a

Certificate of Need application for the Facility.



4, MANAGEMENT SERV ICES.

From the Commencement Date and thereafter throughout the Term, COMPANY shall

provide the following services to the Facility (the “Management Services”):

(a) General. Subject to the limitations and conditions set forth in this Agreement,
COMPANY, as manager of the Facility, shall have the authority and responsibility to conduct,
supervise, and manage the day-to- -day operations of the Facility subject to the control of the
ODC, which shall continue to have final quthority in all matters relating to the Facility’s
operations. COMPANY shall be expected to exercise its best judgment in-its- management
activities. COMPANY shall have responsibility and commensurate authority, subject to the
written policies of ODC, for all activities described in this Section 4 and for those activities
described in Exhibit B to this agreement. Although ODC is delegating the management of the
Facility to COMPANY in accordance with the terms of this Agreement, all decisions with
respect to the business and operations of the Facility are subject t0 approval by ODC except as
otherwise provided herein. COMPANY shall have 1o authority to enter nfo any contracts or

obligations on behalf of ODC without the prior approval of the ODC.

(b) Maijor Decisions. In conjunction with the performance of its duties as described

in this Agreement, COMPANY shall obtain prior written approval from the ODC prior to
undertaking any major decisions (“Major Decisions”). Major Decisions shall be defined as, but
not be limited to, the following: (i) Sale of assets out of the ordinary course of business; (ii)
.Puwnase of assets not included in the Facility’s approved budget or not related to the business of
the Facility; (iii) Incurrence of debt or lease obligations by the Facility not in the ordinary course
of business; (iv) Entering into professional service provider contracts (e.g. Pathology,
Anesthesia) or support service contracts (.. Housekeeping, Maintenance); (V) Establishment of
or change to Facility fee schedule; (vi) Entering into oOf teymination of any other third party
contract; (vii) Approval of annual Facility operating and capital budget; (viii) Capital
expenditures in any one fiscal year that total more than $50,000 and are not included in the
Facility’s approved budget; (ix) Adjustments to the Facility’s wage/salaly/beneﬁt program for

employees; (X) Approval and payment of reimbursement to COMPANY employees; (x1)



Establishment of or change in Facility’s credentialing policies, procedures or protocols; (xii)
Establishment of or change in Facility’s Quality Assurance Plan, policies, procedures or
protocols; (xiii) Taking any action or implementation of any policy that COMPANY believes
could significantly involve an analysis or interpretation of any State or Federal laws, rules or
regulations dealing with fraud and abuse or other similar matters; (xiv) Entering into any contract
or agreement on behalf of the Facility that is not subject to termination without cause on thirty
(30) days or les$ prior notice and involves either the expenditure of or receipt of more than
$20,000 by the Facility; (xv) Establishment of or change in any Facility policy, procedure or
protocol dealing with payor mix or the provision of charity care to, or access to the Facility by,
all patients or the conduct of any charitable activities pursuant to the Facility’s Charity Care
Policy; (xvi) Entering into any agreement or contract on behalf of the Facility with any entity
affiliated with the Facility through direct or indirect ownership or by existing contract or
agreement. The ODC has the right, at any time during the term of this Agreement, to change the
definition of what constitutes Major Decisions to include additional items that require approval
by the ODC prior to COMPANY taking any such action. COMPANY may seek written ODC
approval before taking any action in addition to one of the Major Decisions which is related to
the development or management of the Facility. If there is any reasonable doubt as to whether

an action would be considered to be a Major Decision, COMPANY will seek guidance from the

ODC.

(c) Account Team. COMPANY shall provide to the Facility a dedicated account

team with such team to be comprised of the following persons:

(1) COMPANY’s Executive. A COMPANY Executive will have overall

accountability for the quality and value of COMPANY’s services to Facility, and will have
overall responsibility for coordination of key initiatives pursued through this Agreement and for
COMPANY’s performance of its duties under this Agreement. The COMPANY Executive, or
his ODC, shall attend the regularly-scheduled monthly or quarterly meetings of the ODC. The
COMPANY Executive shall attend such other meetings as may be necessary to effect the intent
of this Agreement, and the ODC shall be entitled to a special meeting with the COMPANY

Executive upon reasonable notice. Beginning on the Commencement Date, and prior to the



beginning of every calendar year hereafter, ODC shall provide COMPANY with a calendar

containing the dates of all regularly-scheduled monthly or quarterly meetings.

(i)  Administrator. Upon approval of the CON application, COMPANY shall
select, employ, supervise and train a Facility administrator who is reasonably acceptable to ODC
(the “Administrator”) to oversee, on a full-time, on-site basis, the execution and performance of
the administrative functions of the Facility. The parties acknowledge and agree that neither the .
Administrator nor COMPANY shall be ultimately responsible for any medical or professional
matters relating to the Facility. The Administrator and COMPANY may consult with ODC and
make recommendations concerning such matters from time to time; however, ODC shall be
solely responsible for all final decisions and actions taken with respect to medical and

professional matters.

(iii)  Responsibility for Employer Obligations. COMPANY shall be
responsible for the payment of compensation, fringe benefits, insurance, licensing fees and
employer-paid taxes of all personnel employed by COMPANY, including without limitation, the
COMPANY Representative and the Administrator, as well as for the maintenance of workers’
compensation coverage and occupational health and safety programs to the extent required by
applicable law. COMPANY shall pay all taxes related to its employees, including without
limitation, the COMPANY Representative Iand the Administrator, (i.e. FICA, FUTA, workers’
compensation, state unemployment, etc.). COMPANY shall comply with all applicable
provisions of the Consolidated Omnibus Budget Reconciliation Act (“COBRA”) as they pertain
to such employees, as well as with any and all other obligations under applicable federal, state

and local laws relating to an employer’s obligations toward its employees.

(d) Management Plan and Reports. COMPANY shall annually prepare and submit

to the ODC for review and approval an annual management plan (the “Management Plan”)
designed to implement the goals and objectives for the Facility, which will set forth the methods
and resources to be used and a proposed timetable to be observed to achieve such goals and
objectives. Upon acceptance of the final Management Plan as revised and approved by the
ODC, the ODC will cause ODC’s management to use reasonable commercial efforts to take or

cooperate with the actions recommended. The initial proposed Management Plan shall be



delivered to the ODC within sixty (60) days of the Effective Date, and any subsequent proposed
plans shall be delivered to the ODC no later than the last day of each fiscal year of ODC.
COMPANY shall deliver to the ODC an annual written report on the status of the goals and
* objectives set forth in the Management Plan approved by the ODC.

(e) Other Plans and Reports. COMPANY agrees to provide to ODC, for its review

and approval, the following plans and reports:

(1) Consulting Reports. COMPANY will cause copies of all consulting

reports prepared pursuant to this Agreement to be delivered to the ODC.

(i)  Monthly Executive Summaries. COMPANY, with assistance from ODC’s

personnel, will provide the ODC with a monthly executive summary, “The COMPANY Report™.
Such summaries’ will contain sections describing: (1)the overall progress of ODC in
implementing the Management Plan; (2) the performance of ODC’s management, and their
effectiveness in implementing the Management Plan approved by the ODC; (3) the status of
relationships between ODC and its customers, chiefly physicians and patients utilizing ODC;
(4) such other information which COMPANY considers appropriate for ODC discussion; and (5)

such other matters as the ODC shall request from time to time.

® Advisory Services. COMPANY will provide consulting support and

recommendations to ODC’s management and the ODC regarding the following:

1) Financial Statements. = COMPANY, with assistance from ODC’s

personnel, will prepare and deliver to the ODC the monthly financial package and monthly -
financial reports in a timely manner as follows: (1) reports on both the month and year to date
basis, (2) statement of income and expenses including explanation of budget variances, (3) key
financial statistics, and (4) key operating performance statistics. COMPANY shall not provide
audit services, nor perform the functions of a certified public accounting firm, and any fees

charged by ODC’s independent auditors shall be the sole responsibility of ODC.

(i)  Budgets. COMPANY, with assistance from ODC’s personnel, will
prepare and submit to the ODC for approval the yearly budgets for the Facility, including the
development of a timeline for budget preparation. COMPANY shall assist ODC’s management
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in developing the following budgets each year for review, approval, disapproval or modification

by the ODC; :

(1) A capital expenditure budget outlining a program of capital

expenditures for the next fiscal year.

(2) An operating budget setting forth an estimate of operating
revenues and expenses for the coming fiscal year,‘togethe'r with an explanation of anticipated
changes in facility utilization and services offered to patients, charges to patients, payroll rates

and positions, non-wage cost increases, and other factors differing significantly from the then

-current year.- - - =

3) Recommendations as to the sources and amounts of additional cash

flow that may be required to meet operating and capital requirements.

(iii)  Corporate Compliance. COMPANY agrees to and will comply with the

requirements of ODC’s compliance program in carrying out its duties under this Agreement, to
bring items of potential noncompliance to the attention of ODC when discovered by COMPANY
and, at the direction of the ODC, to take corrective action prescribed by the ODC once any item
of noncompliance is identified; provided that the costs (including, without limitation, legal and
consulting fees and expenses incurred in undertaking any corr ective action) required to develop,
implement, update and maintain the compliance program shall be the sole responsibility of ODC.
In providing development, management and consulting services to F acility and performing its
obligations hereunder, COMPANY shall act in accordance with all applicable federal, state and

local statutes, mclﬂdmo without limitation the applicable Medicare conditions of participation,

and shall act in good faith.

(iv)  Contract Review. COMPANY will negotiate proposed contracts for

services by medical, paramedical and other persons and organizations, and for the services
concerning the maintenance and repair of the physical plant of the Facility and make
recommendations to the ODC regarding such contracts. All such consulting support and
recommendations by COMPANY shall be provided from a business perspective and shall not

involve any legal analysis of such contracts.



(v)  New Procedures. COMPANY shall evaluate opportunities to provide new
clinical procedures, perform a feasibility analysis of each proposed procedure and provide
guidance through the process of implementing new services, provided that COMPANY will not

provide medical or clinical advice as part of its services.

(vi)  Financial Consultation. =~ COMPANY will evaluate debt financing

alternatives, analyze capital equipment purchases and evaluate appropriate levels of. general and

medical liability insurance coverage.

(vii) Performance Measurement. COMPANY will advise as to the

__measurement of financial performance, productivity and. expense management. as follows:
COMPANY shall provide appropriate national benchmarks for all the Facility’s operating and
financial performance indicators, a monthly report comparing the Facility’s performance to the
benchmark targets, and recommendations on ways to meet or exceed such targets. COMPANY
shall conduct an annual physician satisfaction survey and shall summarize and report the results

of such survey to the ODC for consideration and appropriate action.

(viii) Quality Measurement. COMPANY will advise as to the measurement of
quality and safety as follows: COMPANY shall provide current national quality performance
benchmarks and advise ODC on the appropriate accumulation of data and information and will
provide a monthly report comparing the Facility’s quality performance to such benchmarks for

the ODC’s consideration and action.

(ix)  Audit Oversight. COMPANY shall work directly with ODC’s audit firm

to assure the timely completion of the annual financial audit of the Facility.

(x)  Accreditation. Approximately six (6) months before each scheduled
accreditation survey, COMPANY shall work with ODC Accreditation personnel to perform a
mock survey of the Facility and shall report its findings, along with a corrective action plan, to

the ODC.

(g) Facility Personnel. ODC shall be the employer of all non-professional Facility

personnel, other than the Administrator and other personnel employed by COMPANY or its

affiliates who are performing Management Services for the Facility, all of whom shall



nevertheless be subject to the supervision of COMPANY. COMPANY shall design and
implement training programs for all managerial and administrative personnel at the Facility and
shall ensure that such personnel are properly qualified and trained and satisfy, at a minimum, all
educational and competency requirements established by federal and state regulatory agencies
and accrediting bodies. COMPANY shall cooperate with ODC in addressing employee issues,
including without limitation, enforcing ODC policies and procedures, participating in
employment-related investigations, providing training to “all Facility personnel regarding
employment issues (e.g., anti-harassment, diversity, etc.), assisting in resolving employee
complaints and in the defense of employment-related claims, and taking responsibility for
__workplace safety and other related issues. ODC shall retain ultimate authority over the hiring,
disciplining and termination of all management and administrative personnel working at the
Facility. COMPANY shall be responsible for preparing an annual evaluation of the

Administrator and preparing recommended evaluations for all ODC employees working at the

Facility.

(h)  Notices to ODC. COMPANY shall promptly notify ODC of the following and

all relevant facts related thereto:

1) Any occurrence, event or condition known to COMPANY that could
materially impair the health or safety of any patients of the Facility or the ability of
COMPANY to perform its obligations under this Agreement;

(i)  Any defective or inoperative equipment at the Facility;

(iii)  The existence and basis of any charges, suit, investigation, audit
disciplinary action or other proceeding against COMPANY or any member of the
Facility’s Medical Staff or ODC employee or any subcontractor or service contractor to
the Facility or any Affiliate of COMPANY and any claim by any plaintiff, governmental
agency, health care facility, peer review organization or professional society which
involves any allegation of incompetence or professional misconduct by COMPANY or

any employees or service providers of the Facility; and



(iv)  Any issues relating to the Facility’s Medical Staff or any Facility
personnel, including without limitation, complaints, allegations, threats or incidents of
actual or alleged misconduct, and workplace safety violations; work-related injuries and
accidents; changes in job functions and duties; any misclassifications regarding workers’
compensation; union organizing activities; claims of harassment or unfair or abusive

treatment.

(i) Standards of Conduct. COMPANY shall perform its duties and obligations

under this Agreement in a competent, professional and ethical manner in compliance with all
rules of professional conduct, applicable federal and state laws and regulations and standards of
applicable accreditation organizations, including the standards of the Joint Comimission on

Accreditation of Healthcare Organizations (“JCAHO”).

() Community Benefit Objectives. The parties hereto acknowledge that the

purpose and business of ODC shall be to operate the Facility in Shelby County, Tennessee to
promote health and provide services in a non-discriminatory manner to individuals without
regard to race, creed, national origin, gender, payor source or the ability to pay for services, to
provide health care services in a manner that furthers the charitable purposes of the Hospital by
promoting health for a broad cross-section of the community, and to generally engage in such
other business and activities and to do any and all other acts and things in furtherance of the
purposes of ODC as set forth in its Bylaws and the Charity Care Policy each as amended from
time to time. The Facility shall be operated and managed in a manner that will not cause the
Hospital to act other than exclusively in furtherance of its tax-exempt purpose, adversely affect
its tax-exempt status under Section 501(c)(3) of the Internal Revenue Code, or generate income
for the Hospital which is subject to federal taxation. The duty of ODC to operate in a manner
that furthers the charitable purpose of the Hospital as described above overrides any duty of
ODC to operate for the financial benefit of its members. At the request of COMPANY, the ODC
shall provide timely guidance and assistance to COMPANY in accomplishing said purposes,
including but not limited to those set forth in the preceding sentence. COMPANY, with the
support and guidance of the ODC shall: (i) implement the Charity Care Policy and, (ii) provide
the ODC with quarterly reports regarding ODC compliance with the Charity Care Policy.
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St RESTRICTIVE COVENANT.

(2) Covenant Not to Hire. During the Term neither party will, directly or indirectly,

through an Affiliate or separate employee leasing or staffing company or otherwise, employ or
solicit for employment any employee of the other party, unless the other party gives its written
consent thereto. Each party recognizes and agrees that monetary damages are not an adequate
remedy for a breach of this covenant not-to-hire. Each party agrees that irreparable damage will
result to the other party and its business from a breach of this covenant, and that, in the event of a
breach or a threatened breach of this covenant, in addition to monetary damages, the other party

shall be entitled to an injunction enjoining such party from violating this covenant.

(b) Covenant Against Conflicting Engagements. During the Term, COMPANY

will not, directly or indirectly, through an Affiliate or otherwise, establish, own, operate, provide
services for or invest or otherwise participate in any hospital-based or freestanding outpatient
diagnostic center within miles of the Facility, except for management agreements of
COMPANY that are in existence on the date hereof and any renewals thereof. COMPANY
recognizes and agrees that monetary damages are not an adequate remedy for a breach of this
restrictive covenant. COMPANY agrees that irreparable damage will result to ODC and its
business from a breach of this covenant, and that, in the event of a breach or a threatened breach

of this covenant, in addition to monetary damages, ODC shall be entitled to an injunction

enjoining COMPANY from violating this covenant.

6. FEES.

(a) Pre-Opening Fees. For Pre-Opening Services rendered by COMPANY pursuant

to this Agreement, ODC shall pay COMPANY a monthly development fee of Fifteen Thousand

Dollars $15,000, on the first day of each calendar month beginning

All fees are in addition to, and not in lieu of, all other payments and reimbursements to be made
by ODC to COMPANY under the terms of this Agreement. Upon execution of this Agreement,
ODC shall take all necessary steps to initiate and authorize payment of the Fee through wire
transfer to COMPANY’s account. Such transfer shall occur on or before the 1% business day of

each month for services to be rendered during the month.
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(b)  Management Services Fee. In consideration for the Management Services to be

provided to ODC by COMPANY during the Term of this Agreement, ODC shall pay

COMPANY beginning on the Commencement Date a monthly fee (the “Fee”) equal to the
greater of (i) $15,000 per month or (if) _ percent of the Facility’s monthly Net Revenues.
The Fee shall be payable monthly and shall be prorated based upon any partial calendar month
for which payment is due. The term “Net Revenues” shall mean the Facility’s gross patient
" revenues, less contractual allowances, and reasonable reserves for bad debt and charity care
determined in accordance with generally acceptable accounting practices, consistently applied.
COMPANY will provide a separate and itemized invoice for the Management Services Fee. All
_ fees are in addition to, and not in lieu of, all other payments and reimbursements to be made by
ODC to COMPANY under the terms of this Agreement. Upon execution of this Agreement,
ODC shall take all necessary steps to initiate and authorize payment of the Fee through wire
transfer to COMPANY’s account. Such transfer shall occur on or before the 5th business day of
each month for services rendered during the immediately-preceding month. In the event that the
final Net Revenues for the immediately-preceding month cannot be determined by the 5th
business day, ODC shall advise COMPANY of the estimated Net Revenues for the month and
the parties agree that a “true up” calculation will occur in the subsequent month based upon any

difference between ODC’s estimate and the actual Net Revenues for the month.

(©) Travel and Qut-of-Pocket Expenses. ODC agrees to reimburse COMPANY for

all reasonable and necessary travel-related and out-of-pocket expenses incurred by COMPANY
providing services to the Facility in fulfillment of its obligations hereunder. The travel-related
and out-of-pocket expenses will be invoiced to ODC, and ODC agrees to pay all invoices for
travel-related and out-of-pocket expenses within fifteen (15) days of rece:ipt. Travel-related
expenses will include reasonable transportation, lodging and meal expenses. Out-of-pocket
expenses will include costs related to printing, copying, telephone or electronic conferences and

overnight delivery charges. COMPANY will provide a separate and itemized invoice for travel-

related and out-of-pocket expenses.

(d) Reimbursement of Costs Relating to the Administrator. ODC further

acknowledges that the Administrator shall be paid a salary or hourly wage by COMPANY, and,
in addition thereto, shall receive benefits from COMPANY in accordance with COMPANY’s
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then standard policies (such as health insurance, disability insurance, life insurance and
retirement plans). ODC agrees to pay COMPANY through wire transfer to COMPANY’s
account, on or before the 5 day of the month, before COMPANY’s payroll date, an amount
equal to the sum of (i) the salary or hourly wage of the Administrator plus (ii) the actual cost of
direct benefits and administrative costs related to COMPANY’s provision of the Administrator
plus (iii) COMPANY’s actual costs for statutory benefits related to the provision of the
Administrator, such as worker’'s compensation, FICA, state unemployment and federal
unemployment payroll taxes. In addition thereto, ODC agrees to reimburse COMPANY for the
following reasonable and necessary expenses incurred by COMPANY with respect to the
Administrator; business expenses, relocation and recruitment expenses, interim living expenses,
and severance expenses; provided, however, that COMPANY shall have obtained ODC’s prior
written consent prior to incwrring any business expenses. COMPANY shall invoice such
additional costs and expenses each month to ODC with such invoice being due and payable
within fifteen (15) days from the date thereof. It is specifically understood and agreed that all
such amounts shall be considered payroll obligations of ODC for purposes of setting priorities

for payment of ODC’s obligations. COMPANY will provide a separate and itemized invoice for

costs relating to the Administrator.

Te BUTY TO COOPERATE.

The parties acknowledge that the parties’ mutual cooperation is critical to the ability of
COMPANY to perform its duties hereunder successfully and efficiently. Accordingly, each
party agrees to cooperate with the other fully in formulating and implementing goals and

objectives which are in the Facility’s best interest.

For the entire term of this Agreement, the ODC shall name an individual as the formal
representative of ODC to COMPANY. This representative shall receive and accept all formal
communications from COMPANY and shall be responsible for transmitting all formal
communications on behalf of ODC to COMPANY. ODC may change the ODC representative at
any time upon providing prior notice to COMPANY.

ODC shall provide COMPANY with the following: (i) Work space during on-site visits

to include phone, FAX and online internet access if available; (ii) Reasonable access to the oDC
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at agreed-upon or scheduled times; (iii) Timely, accurate and complete responses to reasonable

COMPANY requests for data and information pertaining to Facility operations.

o

PROPRIETARY INFORMATION.

(a) COMPANY Systems. COMPANY retains all ownership and other rights in all

systems, manuals, computer software, materials and other information, in whatever form,
ﬁrovidéd by or developed by COMPANY in the pefformahce of its obligations hereunder
including, without limitation, any systems developed by COMPANY or licensed to COMPANY
from third parties and used to assist the Facility in performing operational activities in areas such
- as reimbursement, charge master reviews, and productivity analysis. (hereinafter- collectively - -
referred to as “COMPANY Systems™); and nothing contained in this Agreement shall be
construed as a license or transfer of such COMPANY Systems or any portion thereof, either
during the Term of this Agreement or thereafter. Upon the termination or expiration of this
Agreement, COMPANY shall have the right to retain all such COMPANY Systems, and ODC
shall upon request deliver to COMPANY all such COMPANY Systems in its possession.

Notwithstanding the foregoing, COMPANY hereby grants to ODC, and its successors and
assigns, a perpetual, royalty-free, fully-paid, non-exclusive right and license to use at the
Facility’s current location the COMPANY Systems specifically tailored or designed for the
Facility, and all materials, policies, procedures and information delivered through COMPANY
for use at the Facility, including the rights to copy, modify and create derivative works from such
COMPANY for use in the Facility without the express written consent of COMPANY, but not
for any other purpose,, after the termination or expiration of this Agreement for any reason.
Furthermore, COMPANY agrees that it will not affix a copyright legend to any written materials

specifically prepared for the Facility.

(b)  Proprietary Information. Each party recognizes that due to the nature of this

Agreement, it will have access to information of a proprietary nature owned by the other party
and its Affiliates, including, without limitation, business plans, financial analyses, fee schedules,
managed care contracts, computer programs (whether or not completed or in use), operating
manuals and similar materials, forms, contracts, policies, procedures and other information used

or employed by them for the operation of their facilities and medical offices. Each party
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acknowledges and agrees that all such information constitutes confidential and proprietary
information of the other party and agrees to keep such information and the terms and conditions
of this Agreement in strictest confidence. Each party hereby waives any and all right, title and
interest in and to such proprietary information of another party and agrees to return all copies of
such proprietary information and information related thereto to the applicable party, at the

expense of the returning party, upon the expiration or termination of this Agreement.

(c) Confidentiality. Each party acknowledges and agrees that the other party and its

respective Affiliates are entitled to prevent their competitors from obtaining and utilizing their
respective proprietary information. Therefore, each of the parties agrees to hold the proprietary
disclose it or allow it to be disclosed, directly or indirectly, to any person or entity other than as
expressly provided herein without such other party's prior written consent. Each party shall
disclose proprietary information of the other party only to (i) its employees or consultants who
have a need to know such information in comnection with the performance of its obligations
under this Agreement and who are legally bound to protect the confidentiality of such
information to the same extent as provided herein or (ii) to those persons or entities who are
employed by or affiliated with the party owning such proprietary information. Each party shall
protect the other party’s proprietary information by using the same degree of care, but not less
than a reasonable degree of care, to prevent the unauthorized use, dissemination, publication of

or access to the other party’s proprietary information as it uses to protect its own proprietary

information.

9% "FACILITIES AND RECORDS.

(a) Access to Records. During the Term, ODC shall give COMPANY full access to

such portions of Facility, its facilities, and their records as COMPANY may reasonably require

in order to discharge its duties hereunder.

(b)  Medical Records. The Medical records of the Facility’s patients are the property

of ODC and shall remain on the Facility’s premises or other facilities under the supervision and
control of ODC. During the Term of this Agreement, subject to all applicable HIPAA

regulations, COMPANY shall at all times be provided free and complete access to such medical
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records and may copy all or any part of the same for such purposes as are consistent with its
duties and responsibilities under this Agreement. COMPANY shall maintain the confidentiality

of patient records, except to the extent that disclosure is required by law or legal process.

(c) Other Records. All other records generated at the Facility or by ODC or by

COMPANY relating to the provision of Development or Management Services for the Facility
are the property of ODC. COMPANY shall maintain the confidentiality of Facility’s records and

other information regarding Facility, except to the extent that disclosure is required by law or

legal process.

(d) - COMPANY -Systems-Confidentiality. - ODC- acknowledges that COMPANY

has invested a significant amount of its resources in developing and maintaining the Systems and
that the value to COMPANY of these Systems may be diminished or destroyed if ODC discloses
information concerning the Systems or any portion thereof to a third-party. Accordingly, ODC
shall maintain the confidentiality of the Systems. ODC shall not knowingly duplicate or
knowingly permit the duplication of any portion of the Systems and shall not permit access to the
Systems by its personnel or any third party other than on a strict “need-to-know” basis and in the
ordinary course of business. ODC shall not loan, lease, or otherwise permit the use of any of the
Systems by any other person or entity, regardless of its relationship to ODC. ODC shall notify
COMPANY of any suspected or actual breach of these confidentiality requirements. The

provisions of this section shall survive any termination or expiration of this Agreement.

(e) Access. Upon the written request of the Secretary of Health and Human Services,
the Comptroller General, or any of their duly authorized representatives, COMPANY will make
available those contracts, books, documents and records necessary to certify the nature and
extent of the costs of providing services under this Agreement. Such inspection shall be
available up to four (4) years after the rendering of such services. If COMPANY carries out any
of the duties of this Agreement through a subcontract with a value of $10,000 or more over a
twelve (12) month period with a related individual or organization, COMPANY agrees to
include this requirement in any such subcontract. This section is included pursuant to and is

governed by the requirements of Public Law 96-499, Sec. 952, and the regulations promulgated

thereunder.
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16. BREACH.

In the event of a breach of any obligation or covenant under this Agreement, the non-
reaching party may give the breaching party written notice of the specifics of the breach, and if
it does not involve a breach of an obligation to pay money the breaching party shall have thirty
(30) days from the date of the receipt of the notice in which to cure the breach or if it involves
the breach of an obligation to pay money, the breaching party shall have five (5) business days .
from the date of the receipt of the notice in which to cure the breach (in either case, the “Cure
Period”). Only if the breach is not cured within said Cure Period shall the non-breaching party
be entitled to pursue any remedies it may have by reason of the breach, including, but not limited
to, the termination of this Agreement. A waiver of any breach of this Agreement shall not

constitute a waiver of any future breaches of this Agreement, whether of a similar or dissimilar

nature.

11. INDEMNIFICATION AND INSURANCE.

(a) Indemnification by ODC. ODC shall indemnify, defend and hold harmless

COMPANY, its shareholders, members, directors, officers, employees and agents (each, an
“ODC-Indemnified Party”) from and against any and all judgments, losses, claims, damages,
liabilities, sanctions, penalties, fines, costs and expenses (including reasonable attorneys’ fees
and expenses paid or incurred by an ODC-Indemnified Party) which may be asserted against or
incurred by any ODC-Indemnified Party arising out of any act or omission of ODC or its
directors, officers, managers, trustees, employees or agents that constitutes negligence,

intentional misconduct or breach of the terms of this Agreement. .

(b) Indemnification by COMPANY. COMPANY shall indemnify, defend and hold

harmless ODC and its respective directors, officers, managers, trustees, employees and agents
(each, a “COMPANY-Indemnified Party”) from and against all judgments, losses, claims,
damages, liabilities, costs and expenses (including reasonable attorneys’ fees and expenses paid
or incurred by a COMPANY-Indemnified Party) which may be asserted against or incurred by
any COMPANY-Indemnified Party arising out of any act or omission of COMPANY or its
directors, officers, managers, trustees, employees or agents that constitutes negligence,

intentional misconduct or breach of the terms of this Agreement.
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(c) Conditions on Indemnification. The obligations of an indemnifying party (the
“Indemnitor”), as set forth in Sections 11(a) and 11(b) above, are conditioned upon: (i) the
indemnified party (“the “Indemnitee) promptly notify the Indemnitor in writing of the
commencement or threatened commencement of any action or proceeding involving a claim of
indemnification under this Agreement; (i) with respect to all such claims, the cooperation of the
Indemnitee, at the Indemnitor’s expense with the investigation and defense of such claims as
reasonably requested by the Indemnitor. The Indemnitor shall have sole control over the defense
and settlement of any such claim. The foregoing notwithstanding, the Indemnitee shall be
entitled to participate in the defense of such claim and to employ counsel at its own expense to
assist in the handling of such claim and to file and answer or take similar action to prevent the
entry of a default judgment against it. The Indemnitor shall not be required to indemnify the
Indemnitee for any amount paid or payable by the Indemnitee in a settlement of any claim which

was agreed to without the prior written consent of the Indemnitor.

(d) ODC Insurance. ODC shall secure and maintain, during the Term of this

Agreement, at its own cost and expense, the following minimum insurance coverage:

Worker’s Compensation Statutory Amount

Comprehensive General Liability Reasonable amounts based on local and

national industry standards

Professional Liability / Errors & Reasonable amounts based on local and
Omissions ' ‘national industry standards
Directors and Officers (D & O) Reasonable amounts based on local and

national industry standards

Property Insurance Insurable Value
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Property insurance shall insure against loss or direct physical damage to the Facility’s buildings,
furnishings, equipment and machinery under standard all-risk coverage (including, but not
limited to, fire, smoke, lightning, windstorm, explosion, aircraft or vehicle damage, riot, civil

commotion, vandalism, and malicious mischief) and shall also include damage due to flood and

earthquake.

ODC shall use reasonable commercial efforts to cause COMPANY to be named as an
additional insured, with respect to this Agreement, under the comprehensive general and
professional liability / errors & omissions policies. COMPANY’s Administrator shall be named
in the ODC Directors and Officers (D&O) policy. COMPANY’s rights to invoke the protection
of such policies shall be severable from and independent of ODC’s rights and these policies shall
not be terminable or non-renewable except upon thirty (30) days prior written notice to
COMPANY. If such coverage is written on a claims-made form, following termination or
expiration of this Agreement, ODC shall (i) continue such coverage to survive with COMPANY
as an additional insured for the period of the applicable statute of limitations or (i) shall provide
an extended reporting endorsement (tail coverage) covering COMPANY for claims arising
during the Term but not reported until after the termination or expiration of this Agreement.
Should ODC change insurance companies during the Term, ODC shall maintain coverage which
includes claims incurred but not reported under the prior coverage (prior acts coverage). No later
than thirty (30) days following the Commencement Date and thirty (30) days following the end
of each policy year, ODC shall give to COMPANY a copy of the endorsements naming
COMPANY as an additional insured. It is the intention of the parties, subject to the approval of
the insurer, that such insurance shall protect ODC and COMPANY and will be the primary
insurance for such parties for any and all losses covered thereby, notwithstandiné any insurance
which may be maintained by COMPANY or its Affiliates covering any such loss. If permitted
by their respective insurers, ODC and COMPANY agree to waive any right of contribution from

the other party with respect to a loss covered under such policies (or their deduction).

(e) COMPANY Insurance. COMPANY shall secure and maintain, during the

Term of this Agreement, at its own cost and expense, the following minimum Insurance

coverage:
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Worker’s Compensation Statutory Amount

Comprehensive General Liability Reasonable amounts based on local and

national industry standards

Professional Liability / Errors & Reasonable amounts based on local and

Omissions national industry standards

COMPANY shall be required to provide professional liability / errors & omissions insurance
covering all COMPANY employees and agents who render services at the Facility or to or for
the benefit of ODC under this Agreement. COMPANY shall use reasonable commercial efforts
to cause ODC to be named as an additional insured under the comprehensive general liability
and the professional liability / errors & omissions policies with respect to this Agreement.
ODC’s rights to invoke the protection of such policies shall be severable from and independent
of COMPANY’s rights, and these policies shall not be terminable or non-renewable except upon
thirty (30) days prior written notice to ODC. If such coverage is written on a claims-made form,
following termination or expiration of this Agreement, COMPANY shall (i) continue such
coverage to survive with ODC as an additional insured for the period of the applicable statute of
limitations or (ii) shall provide an extended reporting endorsement (fail coverage) covering ODC
for claims arising during the Term but not reported until after the termination or expiration of
this Agreement. Should COMPANY change insurance companies during the Term, COMPANY
shall maintain coverage which includes claims i incurr ed but not reported under the prior coverage
(prior acts coverage). No later than thirty (30) days followmg the Commencement Date and
thirty (30) days following the end of each policy year, COMPANY shall give to ODC a copy of

the endorsements naming ODC as an additional insured.

12. TERMINATION OF AGREFEMENT.

This Agreement may be terminated prior to the expiration of the Term only as follows,

and any such termination shall not affect any rights or obligations arising prior to the effective

date of termination.
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(a) Breach. In the event of a material breach of this Agreement which is not cured
within the Cure Period set forth in Section 10, “Breach,” or in the event of a breach as to which
no Cure Period is provided by this Agreement, the non-breaching party may terminate this
Agreement immediately upon written notice; provided that notice of termination for Breach must
be given no later than thirty (30) days after the expiration of the Cure Period if one is applicable.
This remedy shall be in addition to any other remedy available at law or in equity. Failure to

terminate this Agreement shall not waive any breach of this Agreement.

(b) Casualty. In the event that the physical plant housing the Facility is destroyed or
is so damaged that the Facility cannot continue operations and it is reasonably anticipated that
Facility will not within ninety (90) days be able to resume full operation, then either party may

terminate this Agreement upon no less than thirty (30) days notice without further liability to the

other party.

(c) Bankruptey. Either party may terminate this Agreement immediately or upon
such notice as it may select following the bankruptcy of the other party; provided that notice of
termination must be given no later than thirty (30) days after the date the terminating party
acquires reasonably reliable knowledge of the bankruptcy. For the purpose of this section,
“bankruptcy” shall mean (i) the filing of a voluntary or involuntary petition for bankruptcy or
similar relief from creditors, (ii) insolvency, (iii) the appointment of a trustee or receiver, or (iv)
any similar occurrence reasonably indicating an imuminent inability to perform substantially all of

such party’s duties under this Agreement.

(d) Reculatory Matters. Either party may terminate this Agreement upon one

hundred and twenty (120) days prior written notice to the other party in the event that any agency
or bureau of any federal, state or local government issues an order, decree or ruling or takes any
other action which materially and adversely affects the ability of any party to perform its
obligations under this Agreement or otherwise prohibits or restricts the performance of any party
obligations hereunder, including commencement of a legal proceeding or threat to commence
such a proceeding on the basis of any party’s participation in the ownership or operation of the
Facility, or if any change in federal, state or local law or regulation or any interpretation thereof

by any governmental agency or judicial body after the Effective Date would subject either party
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to civil or criminal prosecution or other adverse proceeding on the basis of any person’s
participation in the ownership or operation of the Facility in the reasonable opinion of legal
counsel selected by the parties who is experienced in health law matters, provided that the parties
have negotiated in good faith to modify this Agreement to resolve any adverse effects created by
such action and have failed to reach agreement as to an acceptable modification of terms within
such one hundred and twenty (120) day period or have determined that compliance with such

law or regulation is impossible or impractical.

13. EFFECTS OF TERMINATION.

- In-the event of the termination of this Agreement; COMPANY- shall immediately be paid -
all undisputed fees heretofore earned and reimbursed for all expenses incurred for which
reimbursement is required under this Agreement. The termination of this Agreement for any
reason shall be without prejudice to any payments or obligations which may have accrued or
become due hereunder prior to the date of termination or which may become due after such
termination. Sections 9(b), 9(c), 9(d), 9(e) and Article 11 shall survive the expiration or

termination for any reason of this Agreement.

14. NOTICES.

All notices permitted or required by this Agreement shall be in writing and deemed given
immediately when delivered personally or sent by facsimile or deemed received five (5) business
days after deposited in the United States mail, postage prepaid, return receipt requested,
addressed to the other party at the address set forth below or such other address as the party may

signate inn writing
designate ting

To COMPANY:

To ODC: Regional One Health
877 Jefferson Avenue
Memphis, TN 38103
Attn: Reginald W. Coopwood, MD
President & CEO
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15. AFFILIATES.

As used in this Agreement with regard to a party, the term “Affiliate” means any person
or entity (a “Parent”) owning fifty percent (50%) or more of the voting membership interests of
such party, any subsidiary entity of which such party owns fifty percent (50%) or more of the

voting interests, and any subsidiary of a Parent of which the Parent owns fifty percent (50%) or

more of the voting interests.

16. BINDING EFFECT.

This Agreement shall be binding upon and shall inure to the benefit of the parties hereto
and their permitted assigns, successors in interest, and successors in ownership, operation or

control of the Facility.

17. CONFIDENTIALITY.

Neither party may disclose the terms of this Agreement to any other person or entity,

except by mutual written consent of the parties or unless such disclosure is required by legal

process, by law or regulation.

18. FORCE MAJEURE.

Notwithstanding any provisipn contained herein to the contrary, neither party sha}l be
deemed to be in default hereunder for failing to perform or provide any of the services or other
obligations to be performed or provided by said party pursuant to this Agreement if such failure
is the result of any labor dispute, act of God, inability to obtain labor or materials, government
restrictions or any other event which is beyond said party’s reasonable control (an “Event of
Force Majeure”). If the performance of any obligation shall have been delayed, interfered with
or prevented by an Event of Force Majeure, then the parties shall take such steps as shall be
reasonably available to them to remove the Event of Force Majeure or to mitigate the effect of
such occurrence (except that labor disputes shall be settled at the sole discretion of the party

affected). If an Event of Force Majeure (alone or extended by another Event of Force Majeure)
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continues so that the mutual obligations remain suspended for a period of thirty (30) consecutive
days and at the end of such period or at any time thereafter during which such suspension
continues uninterrupted, either party, in the exercise of reasonable judgment, concludes that there
is no likelihood of the Event of Force Majeure ending within the next thirty (30) days, then either
party may terminate this Agreement without liability to the other party by giving to the other at

least ten (10) days' written notice of its intention to terminate.

19.  ASSIGNMENT.

Neither party may assign this Agreement, except with the prior written consent of the
-other-party; except that either party may assign all of its rights-and-obligations hereunder to -an
Affiliate, or in connection with a sale of substantially all of the assets of such party, without the
prior written consent of the other party. An assignment or attempted assignment in violation of

this provision shall be null and void

20. MISCELLANEQUS.

(a) Headings. Section headings are for convenience of reference only and shall not

be used to construe the meaning of any provision of this Agreement.

(b) Counterparts. This Agreement may be executed in any number of counterparts,

each of which shall be an original, and all of which shall together constitute one agreement.

(c) Severance. Should any part of this Agreement be invalid or unenforceable, such

invalidity or unenforceability shall not affect the validity and enforceability of the remaining

portions.

(d)  Authority. Each individual signing this Agreement warrants that such execution
has been duly authorized by the party for which he or she is signing. The execution and
performance of this Agreement by each party has been duly authorized by all applicable laws
and regulations and all necessary corporate action, and this Agreement constitutes the valid and

enforceable obligation of each party in accordance with its terms.

(e) Governing Law. This Agreement shall be governed in all respects, whether as to

validity, construction, capacity, performance or otherwise, by the laws of the State of Tennessee,
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and any applicable Federal laws. The parties agree that the proper venue for any legal
prdceedings arising out of this Agreement shall be in Shelby County, Tennessee. COMPANY
consents to the personal jurisdiction of the United States District Court for the Federal District of

Tennessee and to any court of record in Shelby County Tennessee.

() Amendment. This Agreement may not be modified, altered, amended or

supplemented except in writing executed by the parties hereto.

(g) Arbitration. All disputes, claims, controversies and grievances arising out of or
in connection with this Agreement or the breach thereof, including a dispute as to the scope or
- applicability-of this-agreement to arbitrate, which-cannot be resolved-by-the parties within thirty
(30) days after written notice by either party, shall be settled by binding arbitration by a single
arbitrator in Memphis, Tennessee; provided, however, this provision shall not apply to any action
seeking solely equitable relief. The arbitrator shall be a person who is experienced in health care
matters. The arbitration shall be administered by JAMS pursuant to its Streamlined Arbitration
Rules & Procedures. The cost of any arbitration proceeding under this provision shall be shared
equally by both parties. The arbitrator shall state in writing the reasons for his or her award and
the legal and factual conclusions underlying the award. The award of the arbitrator shall be final,
and judgment upon the award may be entered in any state or federal court located in Tennessee.
The parties agree that all of the negotiations and arbitration proceedings relating to such disputes
and all testimony, transcripts and other documents relating to such arbitration shall be treated as
confidential and will not be disclosed or otherwise divulged to any other person except as
necessary in connection with such negotiations and arbitration proceedings. The prevailing party
in any dispute relating to this Agreement shall be entitled to recover its reasonable costs and
expenses incurred in prosecuting or defending such a dispute, including a reasonable attorney’s

fee, from the non-prevailing party.

(k) Entire Asreement. This Agreement constitutes the entire agreement of the

parties hereto and supersedes all prior agreements, written or oral, and representations with

respect to the subject matter hereof.
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() Assumption of Liabilities. COMPANY shall not be liable for or assume

responsibility for any of the debts, 6bligations or liabilities of the Facility due to its development

or management of the Facility under the terms of this Agreement.

21. HIPAA AND BUSINESS ASSOCIATE AGREEMENT.

The parties agree that they have entered into a Business Associate Addendum to evidence
their co.mpliance with the provision of the Health Insurance Portability and Accountability Act of
1996, as amended (“HIPAA”), Privacy and Security Standards, and such Business Associate

Addendum is attached hereto as Exhibit C and incorporated herein by reference.

[The next page is the signature page.]
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IN WITNESS WHEREOPF, the parties have executed this Agreement as of the date first

above written to be effective as provided hereinabove.

Shelby County Health Care Corporation
d/b/a Regional One Health

877 Jefferson Avenue

Memphis, TN 38103

Attn: Reginald W. Coopwood, MD; President & CEO

Signature:

COMPANY:

Signature:

==



Exhibit A

PRE-OPENING SERVICES

COMPANY is willing to provide Pre-Opening Services to facilitate the opening of the Facility,
if requested by the ODC. While not all services listed below may be requested, COMPANY will
work with ODC, as requested, in the areas noted.

COMPANY may provide pre-opening consulting services to ODC to include: assistance to
ODC’s CON Consultant with preparation of the CON application, evaluation of organization
issues, coordination with ODC’s architect and facility development managers regarding facility
design and construction, and preparing the Facility for Operation. COMPANY will assist the
ODC with the formation of an Operations Committee to include physician leadership
involvement throughout the development phase of the project.

Pre-Opening Team — COMPANY will coordinate with the ODC’s Pre-Opening Team to
provide input and assistance prior to opening the Facility.

e Facility Managers

e CON Consultant

¢ Architect

e Equipment Planners

e General Contractor and Subcontractors

Establish Outpatient Diagnostic Operations Committee (Chaired by aDC)
¢ Identify Physician and Administrative Leadership: '
e Define Mission Statement
o Pre-Opening Phase
o Management Phase
e Organize Regular Meetings

Financial Analysis
e Monitor Capital & Operating Expenditures
e Prepare Final CON Budget Analysis
¢ Provide Procedure Specialty input to ODC’s Managed Care Negotiator
e Update Volume & Procedure Projections
¢ Update Pro Forma Financials and Operating Budget



Facility Design and Construction Support

¢ Coordinate with APM to oversee Facility

¢ Routinely update and report progress to ODC seeking approval as needed

e Review Architect’s Space Program and Design based on Specialty Case-mix and
Projected Procedure Volumes

o Collaborate Design with APM, Architect and Contractor based upon Need Analysis

e Review Architect’s Schematic Design and Floor Plans

e Seek participation and input from ODC Operations Committee and key physician leaders .
regarding Design Flow, Floor Plan, Equipment and Instrumentation Needs

e Monitor Project Budget

¢ Monitor Project Schedule and Design

¢ Conduct Regular Design and Equipment Review Meetings with the Equipment Planner

_e__Assist APM with Coordinate Activities of all Project Consultants (A&E, General

Contractor, Equipment Planning, Telecommunications, etc.)

¢ Assist in Final Punch List Inspection and Post-Occupancy Review

Assure Timely Equipment Planning and Selection
e Prepare specific equipment list for CON
e Assure Determination of Physician Preferences
Assure Determination of Price / Options
Assure Determination of Space Requirements

Equipment Procurement & Financing
e Supervise Equipment Planner in Equipment Procurement
e Recommend Financing and Cost Effective Pricing Options
¢ Coordinate Equipment Procurement

Systems Design and Implementation
e Coordinate Information System Set-up
¢ Supervise Set-up of Site Specific Data Files such as Physician, Payer and Patient
Charges
e (Coordinate Information System Training with ODC Resources

Work with ODC’s Legal Counsel to Coordinate the Production of Draft Operational
Agreements:
e Professional Service Contracts
¢ Operating Contracts (Waste Disposal, Linen, Pest Control, Maintenance, Biomedical,
Laboratory)
e Consulting Agreements
e Other Agreements



Business and Operating Plan
e Commencement of Operation
e Staff Planning
¢ Recruitment and Training
¢ Establish Revenue-Cycle Operating Procedures
o Establish Final Approved Procedure List
e Establish Physician Credentialing Criteria

Policies & Procedures . )
¢ Implement and Adapt all Outpatient Diagnostic Center Policies & Procedures as
appropriate
¢ Provide Draft Outpatient Diagnostic Center Operating Policies and Procedures to be
adapted to local preference as needed
__Provide Draft Outpatient Diagnostic Center Committee Policies
Provide Suggested Forms
Provide Suggested Job Descriptions

Licensure & Accreditation
e Coordinate Actions to Obtain Appropriate State Licenses and Approvals
e Coordinate Actions to Obtain Eligibility to Receive Payments from Medicare &
Medicaid
e Coordinate JCAHO Accreditation Process with ODC



Exhibit B

MANAGEMENT SERVICES

From the commencement date and thereafter throughout the term, COMPANY shall provide,
assist and/or oversee provision of the following services to ODC:

Operational Leadership:
"e Management of day-to-day Facility operations throigh COMPANY’s on-site
Administrator
e Overall account responsibility through the designated COMPANY Executive
o Regular attendance at on-site meetings
o Unlimited electronic availability
- o Assign consulting resources
o Communicate with owners
e Annual Management Plan
o Defines the goals & objectives of the Facility
o Annual performance report to ODC
¢ Monthly Executive Summaries
o Overall progress of the Facility implementing the Management Plan
o Performance of Facility management
o Status of Customer relationships

Financial Support & Services:
e Preparation of Monthly Financial Statements & Reports
o Income Statement
o Budget variance explanation
o Key financial / performance indicators & benchmarks
‘e Prepare Annual Budgets
o Capital
o Operating
¢ Oversee preparation of State required reports
e TFacilitate independent coding audit / review

Operational Management:
¢ Review, recommend and manage capital equipment purchases
e Analyze, review and recommend new diagnostic procedures
s Monitor Inventory management
e Monitor medical supply purchases
¢ Monitor Group purchasing contracts & discount utilization
e Maintain and update charge master
e Support negotiation of managed care contracts
e Monitor cost per case benchmarks
o Monitor salary to net revenue benchmarks




Monitor medical supply cost to net revenue benchmarks

Oversee Accounts Payable

Assist in negotiation of all external agreements (e.g. anesthesia, laundry & linen,
maintenance, etc.)

Mediate physician’s issues as requested (e.g. supplies, equipment, personnel, etc.)

Regulatory, Accreditation & Licensure:

Provide regular updates on regulatory issues effecting Outpatient Diagnostic, Centers
Provide regular updates on compliance and HIPPA issues effecting Outpatient Diagnostic

Centers
Maintain current standards for: Medicare, accrediting body (JCAHO) and state licensure

Provide education to Facility personnel regarding all Medicare, state and accrediting
body regulations

Assist in preparation for Medicare, accreditation and licensure surveys

Maintain and update policies & procedures as needed:

o Administration
Medical Staff Committees

Medical Records & Coding
Environment of Care

Quality & Performance Improvement
Life Safety

o
o Medical Staff Credentialing
o Emergency protocols

o Human Resources

o Infection Control

o OSHA

o Compliance & HIPAA

o

O

o

o

Risk Management Program:

Implement risk management program
Perform periodic on-site risk analysis
Develop education and training programs -
Provide guidance to committees as needed

Business Office & Billing Assistance:

Implement admission & scheduling protocols
Establish and implement pre-certification process
Implement billing and charging practices

Provide training and education

Maintain updated fee schedules

Implement and monitor performance benchmarks

Human Resources:

e Develop and maintain job descriptions

EE



¢ Develop and maintain new employee orientation program

e Provide guidelines for mandatory employee education programs

e Oversee proper storage and maintenance of employee personnel records

e Develop performance evaluation tools

¢ Develop technical skills checklist

e Provide guidance for the employment, supervision and termination of all non-physician
staff positions

Information Systems Support:
e Oversee development and/or coordination of all Management Information System
functions:
o Scheduling & patient registration

_Insurance profiles & logs

Fee schedules

Electronic claims filing

Patient statements

Credential files

Clinical outcomes program

General Accounting Ledger

Accounts Payable / Accounts Receivable

Payroll

Inventory Management

Physician preference cards

Resource Utilization analysis

Payer mix analysis

Cost tracking modules

0000000000 O0OO0OO0O0



Exhibit C

BUSINESS ASSOCIATE ADDENDUM

THIS ADDENDUM (“Addendum”) is entered into as of , 2014, and is attached
to and forms a part of the Pre-Opening and Management Services Agreement of even date
herewith (the “Agreement™) between Regional One Health Imaging, LLC (“Covered Entity”)
and COMPANY (the “Business Associate”). This Addendum amends and supplements the
terms of the Agreement; and the parties agree that in the event of any conflict or inconsistency
between this Addendum and the Agreement régarding the disclosure and use of Protected Health
Information, as defined in 45 C.F.R. § 164.501 of the Privacy Rules (“PHI”), the provisions of

this Addendum shall be controlling.

WHEREAS, the Covered Entity is subject to the federal regulations promulgated under

““the Administrative ~Simplification” provisions of  the Health Insurance Portability -~ and -

Accountability Act of 1996 as amended (“HIPAA™), including the standards for privacy of
individually identifiable health information set forth in 45 C.F.R. Parts 160 and 164, subparts A
and E (the “Privacy Rules”) and security standards set forth in 45 C.F.R. Parts 160, 162 and 164

(the “Security Rules™); and

WHEREAS, Business Associate provides services for or on behalf of the Covered Entity
which involve or may involve Business Associate’s having access to, receiving or creating PHI,
and the parties wish to set forth Business Associate’s obligations with respect to PHI as required
by and in compliance with the Privacy Rules.

NOW THEREFORE, the parties hereto agree as follows:

1. Business Associate agrees to keep PHI strictly confidential and shall not use or
disclose PHI except as permitted herein or as required by law. Business Associate may use or
disclose PHI as may be necessary for the performance of Business Associate’s obligations on
behalf of the Covered Entity pursuant to the Agreement; provided, however, that Business
Associate may not make any use or disclosure of PHI that would not be permissible under the
Privacy Rules if made by the Covered Entity.

2. Notwithstanding Section 1 above, Business Associate may also use or disclose
PHI for the proper management and administration of Business Associate or to camry out
Business Associate’s legal responsibilities, provided that Business Associate shall only disclose
PHI for such purposes if: (i) the disclosure is Required by Law, as defined in the Privacy Rules;
or (ii) Business Associate obtains reasonable assurances from the person to whom PHI is
disclosed that it will be held confidentially and used or further disclosed only for the purposes for
which it was originally disclosed by Business Associate and that Business Associate will be
notified promptly of any known instances in which the confidentiality of the information has
been breached. To the extent Business Associate uses one or more subcontractors or agents to
provide services under the Agreements, and such subcontractors or agents receive or have access
to PHI, Business Associate agrees that it will ensure that each such subcontractor or agent shall
agree, in writing, to similar restrictions, terms and conditions that apply to Business Associate in

Ithis Addendum.
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En Business Associate agrees that it shall request from the Covered Entity, and
disclose to any third parties, only the minimum PHI necessary to perform a specific function for
or on behalf of the Covered Entity. Business Associate shall maintain reasonable safeguards and
take such steps as are reasonably necessary to prevent the unauthorized use, dissemination of or
access to PHI and agrees to promptly report to the Covered Entity any unauthorized use or
disclosure of PHI of which Business Associate becomes aware. In addition to notifying Covered
Entity, Business Associate agrees to mitigate, to the extent practicable, any harmful effect known
to Business Associate of a use or disclosure of PHI by Business Associate in violation of this

Addendum.

4. Business Associate agrees to make available to the Covered Entity and the
Department of Health and Human Services (“DHHS”), and their respective agents, in the time
and manner designated by DHHS, any internal policies, procedures, books and records relating
to Business Associate’s use and disclosure of any PHI created or received by Business Associate
in connection with ifs obligations wider the Agreements; for the purpose of determinming the
Covered Entity’s compliance with applicable law.

5. If Business Associate maintains PHI in a Designated Record Set, as defined in 45
C.F.R. § 164.501, Business Associate shall (i) provide the subject of any PHI access to his/her
PHI, and (ii) incorporate amendments or corrections to the PHI maintained by Business
Associate in accordance with the requirements of the Privacy Rules as set forth in 45 C.F.R. §§
164.524 and 164.526 and any other applicable laws. Business Associate shall cooperate with the
Covered Entity in fulfilling similar requests for such access and amendments made by an
individual to the Covered Entity in the time and manner designated by the Covered Entity.

6. Business Associate agrees to document any disclosures of PHI and information
related to such disclosures as would be required by Covered Entity to respond to a request by an
individual for an accounting of disclosures of PHI in accordance with 45 C.F.R. §164.528.
Business Associate shall provide Covered Entity or the requesting individual with the foregoing
information in the time and manner designated by the Covered Entity to enable Covered Entity
to respond to a request by an individual for an accounting of disclosures of PHI in accordance
with 45 C.F.R. § 164.528. Business Associate shall maintain a process to provide this
accounting of disclosures for as long as Business Associate maintains PHI received from, or on

behalf of, Covered Entity.

7. Business Associate shall, within ten (10) business days of the expiration or sooner
termination of the Agreements, return to the Covered Entity or destroy, as directed by the
Covered Entity, all PHI and all copies and reproductions thereof maintained by Business
Associate or its agents and subcontractors, and shall retain no copies of such information. An
authorized representative of Business Associate shall certify in writing to Covered Entity, within
ten (10) business days from the date of termination or other expiration of the Agreements, that all
PHI has been returned or destroyed, and that Business Associate no longer retains any such PHI
in any form; provided, however that in the event that the parties agree that such destruction or
return is not feasible, the parties shall agree to continue to extend the protections of this
Addendum to the PHI and to limit Business Associate’s further use or disclosure of such
information to those purposes that make its return or destruction infeasible, for so long as

Business Associate maintains such PHI.



8. In the event Business Associate conducts any Transaction, as defined under 45
C.F.R. Part 162, in the performance of its functions on behalf of the Covered Entity under the
Agreements, using electronic media and for which a standard has been adopted under the federal
transaction and code set standards promulgated under HIPAA, Business Associate will conduct
such Transaction or will require its agents or subcontractors, if applicable, to conduct such
Transaction in accordance with the applicable requirements of 45 C.F.R. Part 162.

9. Business Associate agrees implement administrative, physical and technical
safeguards that reasonably and appropriately protect the confidentiality, integrity, and
‘availability of the electronic PHI that Business Associaté creates, receives, maintains or transmits
on behalf of Covered Entity in accordance with the applicable requirements of 45 C.F.R. Part
164 of the Security Rules. Business Associate shall ensure that any agent, including any
subcontractor, to whom it provides electronic PHI agrees in writing to implement reasonable and
appropriate safeguards to protect such PHI. Business Associate shall promptly report to Covered
Entify any security incident of which it becomes aware.

10. Upon Covered Entity’s knowledge of a materjal breach by Business Associate of
its obligations under this Addendum, Covered Entity shall provide an opportunity for Business
Associate to cure the breach. If Business Associate does not cure the breach within the time
specified by Covered Entity, then Covered Entity may immediately terminate the Agreements
upon written notice to the Business Associate. If Business Associate has breached a material
term of this Agreement and cure is not possible. Covered Entity may immediately terminate the
Agreements. The provisions of this Addendum shall survive termination of the Agreements with
respect to any PHI retained by Business Associate following termination.

11.  Business Associate acknowledges and agrees that due to the nature of the PHI,
there can be no adequate remedy at law for any breach of its obligations hereunder, that any such
breach may constitute a breach resulting in irreparable harm to the Covered Entity, and therefore
that upon any such breach or overt threat thereof, the Covered Entity shall be entitled to an
injunction and other appropriate equitable relief in addition to whatever remedies it may have at
law, without posting a bond or other security.

12. All PHI to which Business Associate has access under this Addendum shall be
and remain the property of the Covered Entity. ' :

13. Business Associate agrees to indemnify, defend and hold harmless the Covered
Entity and its members, managers, employees and other agents and their respective affiliates
from and against any and all loss, liability, damage, cost and expense (including reasonable
attorney fees and expenses) resulting or arising from any use or disclosure of PHI by Business
Associate or Business Associate’s employees or agents in violation of this Addendum or

applicable law.

14. This Addendum shall be governed by and construed in accordance with the laws
of the State of Tennessee. This Addendum states the entire understanding of the parties
concerning the terms and conditions governing the disclosure and use of PHI and supersedes any
other agreement concerning the subject maiter hereof. This Addendum may not be modified or
amended except by a writing executed by both parties; provided, however, that the Covered
Entity. may amend this Addendum upon written notice to Business Associate in the event that
there are any changes in the provisions or interpretations of the Privacy Rules or Security Rules

o]
-J -



or any other regulations promulgated under HIPAA or other applicable law to the extent that
such amendments are reasonably necessary or appropriate to comply with such changes.
Business Associate may not assign or delegate any duties under this Addendum without the prior
written consent of the Covered Entity. Any assignment or delegation or any purported
assignment or delegation or in violation of this provision shall be void and of no effect.

IN WITNESS WHEREOF, the parties have executed this Addendum by their duly
authorized representatives as of the date first written above.

REGIONAL ONE HEALTH IMAGING, LLC

By:

Its
COMPANY
By:

Its



Attaélment A6

LEASE AGREEMENT
by and between

REGIONAL ONE RH MOB 1 SPE, LLC

a Delaware limited liability company
(“LESSOR™)
and

SHELBY COUNTY HEALTH CARE CORPORATION

a Tennessee nonprofit corporation
doing business as Regional One Health

(“LESSEE”)
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SUMMARY OF BASIC LEASE TERMS

Effective Date:
Building:
Building Address:

Initial Lease Term:

Renewal Terms:

Security Deposit:
Lessee Improvement Allowance:

PHASE Y
Phase 1 Rent Commencement Date:

Premises Rentable Square Feet:
Anmnual Base Rent:

Monthly Base Rent:

Building Rentabie Square Feet:

Lessee’s Proporionate Share:

PHASE II (superseding Phase [)

Phase I Rent Commencement Date:

Premises Rentable Square Feet:
Annual Base Rent:
Monthly Base Rent:

Building Rentable Square Feet:

Tthdayof _ March 2014
Quince Centre
6555 Quince Road, Memphis, Tennessee 38119

Commencing on the Phase I Rent Commencement
Date and expiring one hundred twenty (120)
months after the latest to occur among the Phase [
Rent Commencement Date, the Phase II Rent
Commencement Date, and the Phase III Rent
Commencement Date

Eight (8) successive renewal terms. of sixty (60)
months each

-0-

$110.00 per rentable square foot

The closing date of that certain Purchase and Sale
Agreement dated December 12, 2013, by and
between Lessor, as successor in interest to Regional
Med Quince Property, LLC, as purchaser, and 6555
Quince Building Owner, LLC, and Quince Lot
Owner, LLC, collectively, as seller, as amended by
that certain First Amendment and Reinstatement of
Purchase Agreement {the “Purchase Agreement”)

16,161 square feet

$387,864.00 ($24.00/square foot)
$32,322.00

112,000 rentable square feet ,

14.43%

First day of the second Lease Year

26,161 square feet
$640,421.28 ($24.48/square foot)
$53,368.44

112,000 rentable square feet




Lessee’s Proportionate Share:

PHASE HI

Phase III Rent Commencement Date:

Premises Rentable Square Feet:
Annual Base Rent:

Monthly Base Rent:

Building Rentable Square Feet:
Tsessee’s Proportionate Share:

Anpual Base Rent Escalator through
expiration of Term:

- percent (_ %)
Z3736% percent

First day of third Lease Year
35,000 square feet

$873,950.00 ($24.97/square foot)
$72,829.17

112,000 square feet

~31.25%-

Two percent (2%) of prior years’ Base Rent
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LEASE AGREEMENT
QUINCE BUILDING

This LEASE AGREEMENT (this “Lease”) is made and entered int¢ as of the _7th day of

March , 2014, by and between REGIONAL ONE RH MOB 1 SPE, LLC, a Delaware limited

liability company (“Lessor”), and SHELBY COUNTY HEALTH CARE CORPORATION, a Tennessee
nonprofit corporation doing business as Regionat One Health (“Lessee”).

WHEREAS, Lessee desires to lease from Lessor and Lessor desires to lease to Lessee 35,000
Rentable Square Feet in the Building subject to the terms and conditions set forth herein;

WHEREAS, the parties hereto have agreed that Lessee shall lease 16,161 square feet in the
Building (the “Phase I Space™).during the first Lease Year of the Initial Term (as hereinafter defined) and
shall, as of the first day of the second Lease Year of the Initial Term, add 10,000 square feet (the “Phase
1I Additional Space™) to the Premises Rentable Square Footage (as hereinafter defin ed); and

WHEREAS, the parties hereto have further agreed that Lessee shall, as of the first day of the third
Lease Year of the Initial Term, add 8,839 square feet (the “Phase IIf Additional Space”) to the Premises

Rentable Square Footage; and

NOW, THEREFORE, for and in consideration of the rents, mutual covenants and agreements set
forth herein, the adequacy and sufficiency of which are hereby acknowledged, the parties hereto agree as

follows:

ARTICLEL GENERAL PROVISIONS

Section 1.01 inding Lease Obligation.

In consideration of Lessee’s covenants, conditions and agreements in this Lease, including Lessee’s
agreement to pay Rent (as defined in Section 4.01 hereof), Lessor does hereby lease to Lessee and Lessee
does hereby lease and accept from Lessor the Premises (as defined in Section 2.01 hereof), with the
nonexclusive right, in common with other Lessees of the Building (as defined in Section 2,02 hereof), to
use all Common Areas (as defined in Section 2.03 hereof). Lessee’s use of the Premises and Common

" Areas shail be subject to the terms and conditions of this Lease. This Lease is a legal, valid and binding
obhga‘uon of Lessor and Lessee enforceable against Lessor and Lessee and their respective heirs,
executors, administrators, successors and permitted assigns of the parties, upon the terms and conditions set
forth in this Lease; provided, however, that the effectiveness of this Lease is contingent upon Lessor
becoming the owner of the Building on or before March 31, 2014; provided, further, that should Lessor
not become the owner of the Building on or before March 31, 2014, this Lease shall be deemed void @b
initio, and the parties hereto shall have no liability or obligations hereunder. Lessor has made no
representations or promises with respect to the Building, the Premises or this Lease except as expressly
set forth berein of in the Work Letter (as defined in Section 2.04 hereof).



Section 1.02  Security Peposit
With the execution of this Lease by Lessee, Lessee has deposited with Lessor the sum of zero doliars (§0)
as security for the punctual performance by Lessee of each and every obligation of Lessee under this
Lease {(*Security Deposit™).

ARTICLEIL PREMISES

Section 2.01  Premises and Measurement of Exact Area Eeased

“Premises™ shall mean the property leased by Lesses under this Lease. The term “rentable square
footage” of the Premises shall mean the Premises Rentable Square Feet set forth in the Summary of Basic
Lease Terms for sach of Phase I, Phase II, and Phase ITL time periods during the Initial Term, and Lessee’s
Proportionate Share (as defined in Section 4.06 below) for purposes of Qualified Operating Expenses (as
defined in Section 4.06 below?), is the Lessee’s Proportionate Share in the respective percentages set forth in
the Summary of Basic Lease Terms for each of Phase I, Phase II, and Phase I time periods during the Initial

Tenmn.
Section 2.02  Building

The “Building” or “Property” shall mean the eatire building comprised of approximately 112,000 rentable
square feet (the “Rentable Square Footage of the Building™) as set forth in the Summary of Basic Lease
Terms, together with the parking areas (except those parking areas marked reserved or for the exclusive
use of the individual or company named) and driveways serving the Building and parking areas and all
grounds, other improvements and landscaped areas ob the tax parcel on which the Building is located.
The available parking for Lessee will be o less than 5.0 parking spaces for each 1,000 square feet of rentable
square footage of the Premises, Lessor and Lessee agres to negotiate diligently and in good faith with respect to
which portion of such available parking spaces will be designated for the exclusive use of Lessee and where the
designated spaces will be located.

Section 2.03  Use of Commion Areas

The occupancy by Lessee of the Premises shall include the nonexclusive use of all areas within the
Building that are not held for exclusive use by persons entitled to occupy space and 21} other appurtenant
areas and improvements provided by Lessor for the common use of Lessor and the Building’s tenants and
their respective employees and invitees (the “Common Areas”), subject, however, to compliance with all
Applicable Laws (as defined in Section 5.02 hereof) and all Restrictions (as defined in Section 5.02
hereof). Lessee shall not be required to expend money or take action to make any alterations, additions,
improvements, or replacements on or to the Premises on account of any such rules or regulations
established by Lessee pursuant to this Lease. Further, Lessor will not establish rules or regulations that
interfere unreasonably with Lessee’s use and enjoyment of the Premises. Lessor will use its best efforts
to encourage compliance with the rules and regulations by other tenants and occupants of the Building
and will enforce the rules and regulations on a uniform and non-discriminatory basis. In the case of agy
conflict between any rules and regulations established by Lessor and this Lease, this Lease shall control.
Lessor shall at all times during the Lease Term have exclusive control over the Common Areas. Lessee
shall keep the Common Areas clear of any obstruction or unauthorized use caused by Lessee or Lessee’s
agents, employees, contractors and invitees. Lessor may temporarily clese any portion of the Common
Areas for any reasonable purpose and may make such modifications to the Common Areas as Lessor
reasonably desires. Common Areas shall not include the roof of the Building and except as otherwise provided



in this Lease, Lessee shall riot locate any equipment or improvements on all or any portion of the roof of the
Building for any purpose without Lessor’s prior written consent.

Section 2.04  ELessor’s Work

(2) Lessor shall, at its sole cost and expense, diligently pursue to completion any and all work,
constuction, and things neces=yy o prepar the Building’s siell and Camm on A reas foruse as a st
clas m edical offfze builiig, in accordance with the Finzl Plans (a2s approved by Lessor and to be
attached hereto as Exhibit B-1) and the work letter attached hereto as Exhibit B (the “Work Letter”),
including, without limitation, all architecture and engineering work (other than preliminary design work
performed by Lessee), and obtaining and paying for all permits, fees and governmental approvals related
to the scope of work (the foregoing work, construction and necessary things denominated in the Work
Letter as lessor’s work are, collectively, the “Lessor’s Work™). Lessor shall complete the Lessor’s Work
in a good and workmanlike manner, with due diligence, in accordance with the Final Plans and Work
Letter, and by the Dates of Delivery as defined and set forth below, subject only to delays cansed by an
act of God, war, an act of terrorism, fire, windstorm, flood, unforeseeable delays or restrictions imposed
by governmental bodies, or Lessee-caused delay, in each case beyond the reasonable control of Lessor.
Any such delay shall operate to extend the applicable Date of Delivery for a time equal to the continuous
duration of any of the foregoing delays. Lessor and Lessee shall each cause their respective contractors
to coordinate their work in order o increase efficiencies and avoid problems associated with improper

coordination of work.

(b} Except as provided herein, Lessor agrees to construct and pay all costs necessary to prepare the
Premises and complete the Lessor’s Worlc.

(c) Lessor and Lessee shall each participate in pre-construction and construction documentation to
facilitate the architectural plans and construction build out. Each party shall use reasonable care an
diligence in such participation to avoid unreasonable delays or expenses. The parties agree and
acknowledge that the following items must be approved in writing in advance by Lessee: the selection of
the general contractor, the selection of the architect, any and all applications for payment submitted by the
general contractor or otherwise, any and all change orders, and all plans (and revisions thereto) for
Lessor’s Work.

(d) After the execution of this Lease, certain critical path items (“Milestone }tamé”} will be
designated to be reviewed and inspected by Lessee and Lessee’s consultant before work progresses or 1s
covered. During the performance of the Lessor’s Work, Lessor will notify Lessee at least {ive (5) days
before the Lessor’s Work progresses to any of the Milestone Items. Such notification from Lessor to
Lessee shall specify the applicable Milestone Item and a seven (7) day period when such Milestone Item
will be available for review and inspection by Lessee and Lessee’s consultant. Lessor shall not cover any
Milestone Item or cover or complete any other work that would prevent Lessee and Lesses’s consultant
from reviewing and ingpecting such Milestone Item without Lessee’s prior written approval; provided,
however, that if neither Lessee nor Lessee’s consultant reviews or inspects any such Milestone Item
within the applicable seven (7) day period described in the notice, the Lessor may cover such Milestone
Ttem or proceed with other work that may prevent the review and inspection of such Milestone Item.



(¢) For purposes of this Lease, the “Date of Delivery™ for the Phase I Space, the Phase II Additional
Space, or the Phase Il Additional Space, as the case may be, shall mean the first (1*) weekday following
the date that the applicable Lessor’'s Work is substantially complete. As used herein, the term

Phase I Space, the Phase II Additional Space, or the Phase HI Additional Space, as the case may be, that
Lessar’s Work for such space has been completed in accordance with the Work Letter and the Final
Plans, with the exception of minor items which can be fully completed within thirty (30} days and will not
materjally interfere with the progress of Lessee’s Work. Such minor items shall be diligently pursued to

completion by Lessor.

Upon completion of the Work Letter by Lessor and Lessee, the Dates of Delivery befow shall be
supplemented to reflect the agresment of the parties:

Phase T Space: ) - days following approval of _

Phase II Additional Space:

Phase III Additional Space;

Section 2.05  Acceptance of Premises

(a) Lessee agrees that no representations, statements or warranties expressed or implied have been
made by or on behalf of Lessor in respect of the Premises except as contained in this Lease, Except for
Lessor’s Work, Lessee agrees that Lessor shall not be obligated to make any improvements or alterations
to the Premises prior to the Date of Delivery for the Phase I Space. Upon taking possession of each of the
Phase I Space, the Phase II Additional Space, and the Phase Il Additional Space, and determining that
the Lessor’s Work applicable to such space is substantially complete, Lessee shall, at each such time,
execute, acknowledge and deliver to Lessor the written statement attached hereto as Exhibit B-2 (a “Date
of Delivery Certificate”) confirming the Date of Delivery for such space. By executing a Daie of
Delivery Certificate for each of the Phase I Space, the Phase II Additional Space, ard the Phase Il
Additional Space, respectively, Lessee shall be deemed to have (i) accepted the premises that is the
subject of such Date of Delivery Certificate in its condition and state of repair existing at the time of
Lessee’s execution of such Date of Delivery Certificate, and {ii) acknowledged that the Lessor’s Work for
such space substantially conforms to the plans and specifications for such work, except for minor items
which can be fully completed within thirty (30) days and will not materially interfere with the progress of
Lessee’s Work, '

(b) Lessor’s Work shall be completed (i) free of defects in design, materials, or workmanship; (ii) in
a good and workmanlike manner by competent and supervised workers and suppliers; (iii) in accordance
with the Final Plans, subject to minor deviations that do not affect the usefulness or quality of the
improvements; and (iv) in accordance with ali federal, state, and local laws, and all applicable covenants,
conditions, and restrictions of record. Lessor shall cause the prompt repair or replacement of any defects
in material or workmanship in Lessor’'s Work, if any, upon receipt of written notification of such defect
from Lessee within the period of eighteen (18) months after the date of Lessee’s delivery of the Date of
Delivery Certificate applicable to such defect in Lessor’s Work, Lessee’s sole and exclusive remedy
against Lessor shall be fer the repair and replacement of defects of material and workmanship as provided
herein, and Lessor shall not be responsible for any defect of any nature in Lessor’s Wozk performed by



Lessor of which Lessor is not so notified within such eighteen (18) month period followisig delivery of
the applicable Date of Delivery Certificate. LESSOR MAKES NO WARRANTIES, EXPRESS OR
IMPLIED, INCLUDING BUT NOT LIMITED TO IMPLIED WARRANTIES CF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, IN CONNECTION WITH
LESSOR’S WORK EXCEPT THE WARRANTIES EXPRESSLY SET FORTH IN THIS SECTION
2.05(b). TENANT’S SOLE REMEDY FOR THE BREACH OF ANY APPLICABLE WARRANTY
SHALL BE THE REMEDY SET FORTH IN THIS SECTICON 2.05(b). Lessce agrees that no other
remedy, including, without limitation, incidental or consequential damages for lost profits, injury to
person ot property, or any other incidental or consequential loss shall be available to Lessee.
Notwithstanding anything to the contrary set forth herein, if repairs are required to be made to any of
Lessor’s Work within the applicable watranty period or if Lessor’s contractor would otherwise be
responsible for such repairs under the applicable construction contract, then Lessor shall be responsible
for such repairs and Lessee shall have no obligation for such repairs.

Section 2.06  Lessee’s Work

All #tems in the Work Letter that are designated as lessee improvements, including all work necessary 1o
complete interior finishing improvements for medical office space (collectively, “Lessee’s Work™), shall
be pursued diligently o completion, in a good and workmanlike manner, by Lessee after Lessee executes
and delivers the Date of Delivery Certificate for such portion of the Premises, subject o force majeure
delays. Lessor shall contribute a maximum amount of $110.00 per rentable square foot of the Premises
as Lessor’s share of the cost for Lessee’s Work (“Lessee Improvement Allowance”) as set forth in the
Summary of Basic Lease Terms. To the extent the actual cost of Lessee’s Work exceeds the Lessee
Improvement Allowance (such excess amount being hereinafter referred to as “Lessee’s Costs™), Lessee
shall be responsible for such Lessee’s Costs and shall remit the same to Lessor as provided in the Work
Letter. BExcept as otherwise expressly provided in this Lease, Lessor shall not be required {o make any
alterations, improvements, additions, repairs or replacements to the Premises.

ARTICLEIIL. LEASE TERM

Section 3.01  Effective Date and Term

The initial term of this Lease (the “Initial Term™) begins on the Phase I Rent Commencement Date (as
defined in Section 4.2 hereof) and ends on the expiration date, unless earlier terminsted as provided
herein, as follows (the “Expiration Date”): the Expiration Date shall be the day which is one hundred
t{r\'cnty (120) months following the last to cocur of the Phase I Rent Commencement Date, the Phase I
Rent Commencement Date (as defined in Section 4.02 hereof), and the Phase Il Rent Commencement

Date (as defined in Section 4.02 hereof).

Section 3.02  Extension of Term

Provided that Lessee is not in default of this Lease at the time of exercise of its option to extend the Term
of the Lease, and that Lesses shall not have had in excess of six (6) occurrences of an Event of Defauit
(whether or not cured) during the then current Term, Lessee shall have the option to extend the Term of
this Lease for eight (8) successive renewal terms of sixty (60) months each, as set forth in the Summary of
Basic Lease Terms (each a “Renewal Term,” and all such Renewal Terms for which an option is
exercised, together with the Initial Term, shall constitute the “Term”). If Lessee elects to exercise ifs right
to extend the Term, Lessee shall provide written notice to Lessor, in accordance with Section 17.13, at



least twelve (12) months prior to the then current Expiration Date or expiration cof the then current
Renewal Term, as applicable. Failure of Lessee to provide such written notice shall preciude the exercise
of the then applicable renewal option and any subsequent renewal options. Lessec agrees that Lessee’s
exercise of any option to extend the Term shall not impose any additional requirements or obligations
upon Lessor other than those set forth herein, the Premises being leased upon renewal “As Is.”

Section 3.03  Surrender at End of Term

Lessec shall quit and surrender the Premises to Lessor at the end of the Term in a condition substantxal[)
similar to that as existed as of Lessee’s Date of Occupancy (ordinary wear and tear and da*nace by
casualty excepted), together with all installations, alterations, additions, and improvements, except
that Lessee’s trade fixtures shall remain Lessee’s property and shall be removed by Lessee without
damage to the Premises.

Section 3.04 Holdoever

If Lessee retains possession of the Premises or any part thereof after expiration or earlier termination of
the Term, then Lessor may, at its option, serve written notice upon Lessee that such holding over
constitutes any one of (i) creation of a month-to-month tenancy, or (ii} creation of a tenancy at sufferance,
in any case upon the terms and conditions set forth in this Lease; provided, however, that such tenancy
shall be at & monthly rental rate (or prorated daily rental rate under (if)) which is one hundred fifty percent
(150%) of the amount of monthly Base Rent payable by Lessee for the last full month prior to the
expiration of the Term, plus all Additional Rent. If no such notice is served, then a tenancy at sufferance
shall be deemed created at the Base Rent plus Additional Rent described in the preceding sentence.
Lessee shall also pay to Lessor, as Additional Rent, all damages sustained by Lessor resulting from
retention of possession by Lessee including the Joss of any proposed subsequent tenant for any portion of
the Premises, together with interest thereon at the Default Rate (as defined in Section 4.05 hereof) from
the date such damages are incurred until paid in full. The provisions of this Section 3.04 shall not
constitute a waiver by Lessor of any right of re-entry as herein set forth; nor shall receipt and/or
acceptance of any Rent or any other act in apparent affirmation of the tenancy operate as a waiver of
Lessor’s right fo terminate this Lease for a breach of any of the terms, covenants, or obligations herein on

Lessee’s part to be performed.
ARTICLEIV. RENT & PAYMENT OF RENT ANB OTHER AMOUNTS.

4

Section 4,01  Rent

Lessee shall pay Lessor, at Lessor’s office or at such other place as Lessor may from time to time
designate in writing, the sum of Base Rent and Additional Rent (individually or collectively referred fo
from time to time as “Rent™) during the Term according to the provisions set forth herein,

() Base Rent, Beginning on the Phase I Rent Commencement Date and continuing for the Initial
Term of this Lease, Lessee shall pay to Lessor the amount of $24.00 per rentabie squaxe foot of space per
annum (as it may be increased pursuant hereto, the “Base Rent”), one-twelfth ( 1/12®) of which shall be
paid in advance on the first day of each month (the “Monthly Base Rent”) and shall be prorated for any
portion of a month at the beginning or end of the Initial Term. Lessor and Lessee agree that the Base
Rent shall be increased annually on the first day of each Lease Year (as hereinafter defined), beginning
with the second Lease Year, by an amount equel to two percent (2%) of the Base Rent for the previous
Lease Year as set forth in the Summary of Basic Lease Terms, without regard 1o rental congessions or



abatements, if any. The term "Lease Year", as used herein, shall mean the twelve month period
commencing on the Phase I Rent Commencement Date, or, if the Phase I Rent Commencement Date is
not on the first day of a calendar month, commencing on the first day of the first calendar month
immediately following the Phase I Rent Commencement Date, and each successive twelve month period
thereafter during the Term of the Lease. With the execution of this Lease, Lessee has deposited with
Lessor the first month’s Monthly Base Rent.

(b) Additional Rent. Beginning upon the Phase I Rent Commencement Date and continuing for the
full Term of this Lease, Lessee shall pay Lessor-for the expenses of the Building incurred by Lessor and
for other charges expressly designated as payable to Lessor by Lessee under this Lease and designated as
additional rent (“Additional Rent”). Additional Rent for the expenses of the Building is determined by
multiplying Lessee’s Proportionate Share of the Building by the Building’s Quatified Operating
Expenses. Lessee agrees to pay Additional Rent in monthly installments, on an estimated basis, during
each vear of the Term of this Lease. Section 4.06 and Section 4.07 set forth Lessor’s procedure for
determining the estimated amount of Additional Rent and the procedure for reconciling the estimated
payments with the actual expenses following the end of each succeeding twelve month calendar period
starting January 1 and ending December 31 (a “Calendar Year”).

(6) Renewal Base Rent.  Lessor and Lessee agree that the Base Rent during any Renewal Term (as
it may be increased pursuant hereto, the “Renewal Base Rent”) shall be increased anpuaily on the first day
of each Lease Year during such Repewal Term, beginning with the second Lease Year of the first
Renewal Term, by an amount equal to two percent (2%) of the Renewal Base Rent for the previous Lease
Year. One-twelfth (1/12%) of the applicable Renewal Base Rent shall be paid in advance on the first day
of each calendar month (the “Monthly Renewal Base Rent”). Renewal Base Rent for each Renewal

Term shail be determined as follows:

(i} Lessor and Lessee will have thirty (30) days after Lessor receives Lessee’s notice of its
exercise of a Renewal Term within which to agree on the then current market rental rate of the
Premises, the rental increase, if any, to the rent during such Renewal Term, and a lessee
improvement allowance to be included in the Renewal Base Rent. If they agree on all such
matters, they will amend this Lease by stating the rent for the applicable Renewal Term.

() If the parties cannot reach agreement on the rent for the Renewal Term, such rent shall be
the then current market rental rate of the Premises, determined in accordance with this Section
4.61(c)(if). Within fourteen (14) days after the expiration of the thirty (30) day period, Lessor
and Lessee will each appoint a real estate broker with at least five (5) years® full-thme commercial
brokerage experience in the general area in which the Premises are located io appraise the then
current market rental rate of the Premises, inclusive of a lessee improvement allowance. The
“shen onrrent market rental rate of the Premises” means what a lessor under no compulsion to
lease the Premises and a lessee under no compulsion to lease the Premises would determine as
rent, inclusive of a lessee improvement allowance, for the Renewal Period, as of the
commencement of the Renewal Period, taking into consideration the quality, size, design, demand
and location of the Premises, and rent within the Building and for comparable buildings located in
the vicinity of the Building. The brokers appointed pursuant to this section will meet promptly
and attempt to set the then current iarket rate of the Premises. If they are unable to agree within



thirty (30) days after the second broker has been appointed, they will jointly select a third broker
meeting the qualifications stated in this section within ten (10) days after the last day the two
brokers are given to set the then current market rental rate of the Premises, Lessor and Lessee
will each bear one-half (¥4) of the cost of appointing the third broker and of the third broker’s fee.
The brokers may not have previously acted in any capacity for Lessor, Lessee or any of their
affiliates.

A majority of the three (3) brokers shell set the then current market rental rate of the Premises
within thirty (30} days after selection of the third broker. If two brokers cannot agree on the then
current market rental rate of the Premises, then the appraisal that is closest to the median of the
three appraisals will be the then current market rental rate of the Premises,

Section 402  Rent Commencement Dates

Lessee agrees to begin paying Rent on the closing date of the transactions contemplated in the Purchase
Agreement (the “Phase I Remt Commencement Date”). As used herein, the term “Phase II Rent
Commencement Date” shall mean the first day of the second (2™°) Lease Year in the Initial Term, and the
term “Phase 11l Rent Commencement Date” shall mean the first day of the third (3") Lease Year in the
Initial Term. Lessor shall not be liable in any manner for the failure, for any reason, to deliver the Phase I
Space by the Phase I Rent Commencement Date stated above, and this Lease shall not be void or voidable

as a result of such failure,

Section 403  Payment of Rent

All checks representing Lessee’s payment of Base Rent, Additional Rent, and all other sums and charges
due under this Lease shall be made payable to Lessor and shali be mailed to Lessor at such address as
Lessor shall designate. Payments may also be made to Lessor by ACH or EFT, at Lessee’s option.

Section 404  Covenant {o Pay Rent

Tessee hereby covenants and agrees to pay to Lessor all such Base Rent, Additiona] Rent and other sums
and charges without any demand or notice and without counterclaim, set-off or deduction for any reason
whatsoever, except as specifically provided in this Lease, No payment by Lessee or receipt by Lessor of a
Jesser amount than the Rent herein stipulated shalt be deemed to be other than on account of the earliest
Rent due, nor shall any endorsement ot statement on any check or any letter accompanying any check or
payment as Rent be deemed an accord and satisfaction, and Lessor may accept such check or payment
without prejudice to Lessor's right to recover the halance of such Rent or, pursue any other remedy

provided in this Lease.

Section 405  Late Charges

In fhe event Lessee shall fail to pay any Rent or other monies due hereunder within five (5) days after the
same becomes due and payable, there shall be chargeable on the unpaid amount a service charge of five
percent (5%) for each month or portion thereof during which the same remains unpaid {the “Late
Charge™). The payment of a Late Charge shall not excuse or cure any default by Lessee under this Lease
and shall be payable by 1 Lessee to Lessor in addition to any other rights and remedies Lessor may have for

such late payment.



Section 4.06  Additional Rent Definitions

In addition to annual Base Rent, Lessee shall pay to Lessor an amount equal to Lessee’s Proportionaie
Share of Qualified Operating Expenses (as defined in paragraph 4.06(b) below), defined as Additional
Rent in Section 4.01(b) above. Additional Rent shall be the amount equai to the total doliar amount of
Qualified Operating Expenses for each Calendar Year multiplied by Lessee’s Proportionate Share
provided, however, that in any year when the Rented Area in the Building (as hereinafter defined) falls
below ninety-five percent (95%) of the total Rentable Square Footage of the Building, then the Qualified
Operating Expenses attributable to all Lessees of the Building shall be the amount that Lessor, in its
reasonable discretion, estimates would be the actual Qualified Operating Expenses equitably apportioned
among all existing Lessees, based on rentable square footage leased in the Building, For purposes of this
Section 4.06, “Rented Area in the Building” refers to the aggregate, from time to time, of rentable square
feet under active leasa(s) within the Building.

This Section sets forth the definitions of each of the terms for calculating Additional Rent.
(a) “Lessee’s Proportionate Share” shall mean Lessee’s percentage share of applicable expenses with

mspectio the Buitling and the Camm on 2 mas detesm ined by diiling the zentable sguare foolge of the
Pr=m dems as defined @ this Lease by the R entable Sgume Footage of the Builiing.

(b) “Qualified Operating Expenses” shall mean all costs and expenses, except Nen-Qualified
Operating Expenses, during a Calendar Year, paid or incurred by Lessor because of or in connection with
the ownership, control, operation, repair, marketing, management, security, safety, cleaning or
maintenance of the Premises or Building, all related improvements thereto or thereon and all machinery,
equipment, fixtures and other facilities, including personal property, as may now or bereafier exist in or
on the Premises or Building. Qualified Operating Expenses include, without limitation: (i) Common Area
Maintenance Costs including but not limited to: lawn care and landscaping; supplies; tools; equipment
and materials used in the operation, repair, maintenance of the Property and the Common Areas; repairs;
resurfacing, re-striping and all other costs and charges associated with parking areas; lighting; refuse
removal; painting; the cost of personnel to implement such services and to maintain the Commodn Areas;
property management costs and fees; maintenance coniracts; repair costs for equipment, including
(without limitation) the HVAC system serving the Building and the Premises; all costs associated with the
elevators in the Building; janitorial services for the Common Areas; alarm monitoring, access control, and
security services for the Common Areas, if at any time provided; advertising, marketing or promotional
expenditures for the benefit of the Building; and othet costs or expenses incurred with respect fo the
Common Atreas; (ii) utilities including all costs, charges and fees for all utilities for the Building including
but not limited to the cost of water, sewer, electricity, heating, ventilation and air conditioning {excluding
those costs billed directly to tenants of the Building); (iii) depreciation on personal property and the cost
(depreciated over a reasonable useful Iife or amortized as Lessor determines plus interest on the
undepreciated or unamortized balance at the prime rate from time to time prevailing) of any capital
improvements which (a) reduce Operating Expenses or improve the operating efficiency of any system
within the Building or Common Areas, or (b) are required under any governmental law or regulation that
wes not applicable to the Building or Common Areas at the time the Building was constructed; (iv)
Taxes; (v) insurance; and (vi) rental on the Ground Lease or other underlying leases and the costs of
providing the same, if applicable. Qualified Operating Expenses shall be calculated in a consistent



manner thréughout the Term in accordance with customary real estate industry practices in the area,
consistently applied.

{¢c) Non-Qualified Operating Expenses shall not be included in the calculation of Lessee’s Additional
Rent. Non-Q uzlifiad O pemting Expensas shallm ean: (i) the costof any alerations, additons, changes or
decorations whih are m ade in onder to prepare any space icluded in the Builiing; () any costwhidh
wou ofemw ise be an O nalifiad 0 parating Expense to the extent the sam e has been rein buzsed o Lessor
by pmeeads of nsurance, conden nation aw ard, wfund, credit, w ananly, s=rvize contact; (i) brokerage
and Jezsing com m issions, space plamndng, awhifectural or engieering fes mhted to leaging or procuring
Lesses for the BuiHng, mchiding Lessce; (ir) debt service or the costs of any m origaging, fnancid,
mfinancing, tansfer, sale of the Poperty or any part thersof or interest thermin; (v) the cost mourred by
Lessorin perfomn ing w otk or fumishing any ssrvice o orfra tenantof space ;1 the Buikling (hchiding
Lessse) at such Lessee’s cost and expense; {(vi) accounting fees, other than those Incuned #n connection
 with the opematin of the Property and the preparation of statem ents :equied pursuantto the provising of
this Leass and cin flar pmovisions or other leases of space in the Building; (vii) cost of repafs and
m ait=nance of the Builiing whith awe pat] wholly by Lessee to thid parties or wholly by other than
LeswororLesse to thid partes; (viil) depreciation oram ortization (exceptas setiorth 11 the definition of
Q ualified O perating Expenses); and (i) for each Calendar Year, the am ount of Qualified O pembng
Expenses (other than Taxes and costs attributable to isuauce and utilities) that exceeds the productof
1.05 and the tot=1Q ualified O peratiig Expenses for the ium ediztely preceding Calendary ear.

(@ Taxes shall mean and include, unless otherwise specified, all federal, state, and local government
taxes, assessments and charges of any kind or nature, whether general, special, ordinary or extraordinary,
paid by, imposed upon or assessed against Lessor or the Premises or the Building during each Calendar
Year of the Term with respect to the ownership, management, operation, maintenance, repair or leasing of
the Premises or Building. Taxes shall include, without limitation, real property taxes and assessments,
sewer assessments, charges, sales and use taxes, ad valorem taxes, personal property taxes, and all other
taxes, assessments and charges in lieu of, or substituted for, any of the foregoing taxes, assessments and
chaiges. Taxes shall not inciude any federal, ‘state or local government income, franchise, capital stock,
inheritance or estate taxes, except to the extent such taxes are in lieu of or a substitute for any of the taxes,
assessments or charges previously described in this Section. Taxes shall also include the amount of all
fees, costs and expenses (including without limitation, atiorneys’ fees and court costs) paid or incurred by
Lessor each Calendar Year in seeking or obtaining any refund or reduction of taxes or for contesting or
protesting any imposition of taxes, whether or not successful and whether or not atiributable fo taxes
assessed, paid or incurred in such Calendar Year. At the commencement and upon the termination of the
Term, Taxes then paid or assessed will be appropriately prorated to reflect the portion of the period
covered by such Taxes included within the Term and if the amounts of Taxes then assessed but not then
due are not known, the Lessee shall pay to Lessor the appropriately prorated portion of such Taxes based
upon the amounts due in the previous tax year.

Section 4.07 Payment of Additional Rent

During each Calendar Year, Lessee shall pay its Additional Rent on an estimated monthly basis with
reconciliation of the estimated payments of Additional Rent to actual amount of Additional Rent
following the end of the applicable Calendar Year. Lessee’s Proportionate Share of Qualified Operating
Expenses shall be estimated by Lessor and communicated to Lessee thirty (30) days prior to the beginning



of each Calendar Year if sufficient data is then available, and, if not, then as soon thereafter as sufficient
data is available to Lessor. The first payment shall be due and payable in advance on the Phase I Rent
Commencement Date and thereafter Lessee shall pay to Lessor each month during such calendar year at
the same time as payments of monthly Base Rent are due for such Calendar Year, an amount equal to the
monthly estimated Additional Rent provided by Lessor. Lessor reserves the right to adjust the monthly
estimate of Additional Rent during any Calendar Year. Within ninety (90) days after the end of each
Calendar Year, or as soon as possible thereafter, Lessor shall prepare and deliver to Lessee a statement
showing the actual amount of Lessee’s Additional Rent for such Calendar Year (a “Reconciliation
Statement™). If the actual amount of Lessee’s Additional Rent, as reflected on the Reconciliation
Statement, is greater than the aggregate of estimated monthly payments of Additional Rent actually paid
by Lessee during such Calendar Year, Lessee shall pay to Lessor such difference within thirty (30) days
after delivery of the Reconciliation Statement. If the actual amount of Lessee’s Additional Rent for the
applicable Calendar Year, as reflected on the Reconciliation Statement, is less than the aggregate of
estimated monthly payments of Additional Rent actually paid by Lessee during such Calendar Year,
Lessor shall credit to Lessee such difference for Lessee’s Additional Rent for the next Calendar Year, If
the actual amount of Lessee’s Additional Rent for a Calendar Year that is the final year of Lessee’s Term,
as reflected on the Reconciliation Statement, is less than the aggregate of estimated monthly payments of
Additional Rent actually paid by Lessee during such Calendar Year, Lessor shall refund to Lessee such

difference at the end of Lessee’s Term.

Section 4,08  Contesting Reconciliation Statement

If Lessee wishes to contest any item on the Reconciliation Statement, Lessee may only do so in a written
notice (“Contest Notice™) received by Lessor within thirty (30) days following Lessee’s receipt of such
Reconciliation Statement, which notice shall specify in detail the items being contested and the specific
grounds therefor. In the event the Lessee does not provide notice within such thirty (30) days, the
Reconciliation Statement shall be deemed correct and accepted by Lessee. The giving of any such
Contest Notice shall not relieve Lessee from the obligation to pay when due in accordance with this Lease
any amount to be paid as set forth on such Reconciliation Statement or otherwise. If an audit shows an
overpayment made by Lessee of greater than 5%, then prompt credit for such overpayment shall be given
to Lessee, and the cost of the audit shall be paid by Lessor. Lessee recognizes the confidential nature of
the Lessor's books and records, and agrees that any information obtained by Lessee during any
examination shall be maintained in strict confidence by Lessee or anyone else reviewing Lessor’s books

gnd records on behalf of Lessee.

Section 409  Master Lease Expense Recovery Payments; Letter of Credit

Lessee covenants to pay to Lessor, in addition to Rent, a Master Lease Expense Recovery amount for

=

ecach Lease Year in the Initial Term identified below, in the installment amounts and on the dates as
expressly set forth on Schedule 4.09 attached hereto and incorporated herein by reference:

Lease Year | $775,000
Lease Year 2 $625,000
Lease Year 3 $465,000
Lease Year 4 $415,000

Lease Year 5 $250.000



$ 2,540,000 =

Master Lease Expense Recovery payments shall not be characterized or deemed to be in the nature of
renta] payments or otherwise subject to the herein provisions applicable to the payment of Rent. On the
Phase I Rent Commencement Date, Lessee, at the tequest and direction of Lessor, shall also deliver an
evergreen irrevocable letter of credit for the benefit of Lender in the amount of $2,540,000, and such
letter of credit shall be reduced each month on 2 dollar-for-dollar basis as each Master Lease Expense
Recovery payment is made. Neither Lender nor Lessor may, under any circumstance, draw on the letter of
credit unless and until Lessee’s failure to pay the Master Lease Expense Regovery payment constitutes an
Event of Default hereunder. Upon payment in full of the Master Lease Expense Recovery payments,
Lessee may terminate the letter of credit. Lessor shall reimburse or otherwise credit Lessee for the costs
and fees associated with securing the letter of credit, and the parties shall mutually agree on the frequency
and manner of such reimbuysement or posting of credit, as the case may be.

"ARTICLEV. USE OF PREMISES

Section 5.01  Permitted Uses

Lessee shall use and occupy the Premises during the Term hereof for providing medical services that can
safely be performed in a medical office setting as permitted by Applicable Laws (as defined below), along
with any and all ancillary commercial services and business and administrative uses related to such
medical or licensed hospital services. Lessee may not use the Premises for any other use without the

written consent of Lessor.

Section 5.02  Probhibited Uses

Lessee shall not use or occupy the Premises in violation of any law, order, rule, regulation or ordinance,
(collectively “Applicable Laws™); or any recorded covenants, conditions or restrictions, or any rules
or regulations as are prescribed by Lessor including, but not limited to, those reles and regulations set
forth on Exhibit C attached hereto, from time to time governing or affecting the Premises or the
Building or the business of Lessee conducted thereon (all such covenants, conditiens, resirictions,
ground leases, rules and regulations being collectively referred to herein as “Restrictions”). Lessee
shall, upon written notice from Lessor, discontinue any use of the Premises which is declared by a
governmental entity, agency or authority of competent furisdiction to be a violation of law, rule, regulation or
ordinance. Lessee shall comply with any direction of any governmental entity, agency, or authority of
competent jurisdiction which shall .by reason of the nature of Lessee’s nse or occupancy of .the
Premises, impose any duty or liability upon Lessee or Lessor with respect to the Premises or with regpect
to the use or occupation thereof. Lessee shall not use or occupy the Premises or permit anything to be done
in or about the Premises, whether by Lessee, its employees, agents, invitees or otherwise which will in any
way obstruct or interfere with the rights of other Lessees of the Building or injure them, which is a
nuisance or which is obnoxious to the operation of a first class medical office building. Lessee shall not use or
permit any of its employees, invitees or others claiming by or through Lessee to use any exclusive parking
spaces reserved for other Lessees and shall obey all parking garage rules and regulations establisbed by

Lessor.
Section 5.03  Lessor’s Covenants Regarding Prohibited Uses

Lessor covenants that it shall not permit any portion of the Building to be used by any lessee or tenant
other than Lessee for the following services:



(a) Any purpose other than for the practice of medicine or medically refated services for the care and
smatm entof hum ans, but such uss shallnothe prohibiied w ith mspect ip fiose Enants occupying sgusme
Potage 1 the B uililg under Jeases in force as of the Phase IR entz1C om m encen entD ats;

b) The operation of diagnostic radiography (x-ray), laboratory or similar equipment,
) P g graphy (X-ra} Ty quip

(¢) The operations of any outpatient surgery center or birthing center, or for providing infusion
therapy, renal dialysis, physical therapy, pulmonary or cardiological testing services;

(d) The operation of a pharmacy, a gift shop, a flower shop or food services; and
{¢) Any procedure or test for diagnostic or therapeutic purposes involving moderate or full sedation.

Notwithstanding the foregoing, the restrictions set forth in the foregoing subparagraphs (a) through and
including (e) shall not be construed as prohibiting another lessee (i) from operating laboratory equipment
for the benefit of its patients under a CLIA Certificate of Waiver, (if) from drawing laboratory samples for
analysis elsewhere, (ili) from providing incidental and infrequent infusion therapy for those patients
constituting no more than five percent (5%) of the total patients seen in the applicable practice space; or
(iv) solely with respect to UT Medical Group, Inc. (together with its successors or assigns, “UTMG") and
its practice of reproductive endocrinology and performance of in vitro fertilization, providing to such
lessee’s patients those services listed in the foregoing subparagraphs (b) and (e) that are customarily
provided for such specialty in an office setting.

Lessor, should it deem reasonably necessary to do so, may grant to UTMG, as 2 lessee, a written waiver
for a specific use or service that would otherwise viofate the foregoing use restrictions, provided that
Lessor shall (i) immediately notify Lessee in writing of the existence of such waiver and provide a copy
of such written waiver to Lessee; (ii) limit each waiver’s effectiveness so that it expires, by its terms, at
Jeast thirty (30) days prior to the date upon which Lessee begins providing a service that is substantially
similar to the use or service permitted in the waiver, provided that Lessor has notified UTMG at least
sixty (60) days prior to Lessee’s commencement of such service; and (iii) provide timely notice to UTMG
as applicable so long as Lessee provides to Lessor at Jeast sixty-five (65) days’ prior notice of its
commencement of such substantially similar service.

Section 5.04 Lessor’s Covenants Regarding License and Hospital Staff Membership
. ~ Requirements ;

(2) Lessor hereby covenants and agrees that it shall include in each lease of Building
squére footage with a lessee other than Lessee, and shall enforce, a provision requiring each and every
physician who practices in or uses any past of the leased premises more than one (1) day per week (each
such physician, 2 “Qualified Occupant™), to maintain at all times (i) any and all licenses, consents and
permissions to practice medicine under and in accordance with local, state and federal physician licensing
faws or requirements, and (ii) any and all licenses, consents and permissions relating to the operation of
any ancillary service permitted to be provided by Lessee hereunder. In addition, Lessor covenants to
include in each such lease and to enforce a requirement that at least seventy-five percent (a “Substantial
Majority”) of the Qualified Occupants shall at all times maintain staff privileges with Lessee (or any
successor thereto). If such lessee, or any Qualified Occupant, no longer maintains any required license, or
a Substantial Majority of Qualified Occupants no longer maintains staff privileges with Lessee, Lessor



shall have and shall exercise its right, upon such lessee’s failute to cure its breach after reasonable notice,
to terminate the subject Jease and exercise any other rights and remedies thereunder.

(b) Lessor shall include in its lease with UTMG and enforce a covenant that UTMG

(or any successor thereto) will maintain its status as an affiliate and physician practice plan of the
University of Tennessee Health Sciences Center (“UTHSC™), and that UTMG will not become affiliated
(as defined in Section 5.04(c) below) with another hospital (except for the Lessee) located in Shelby
County or within 50 miles of the boundary thereof {each hospital therein defined as “Competing
' Hospital”). Forther, a1l Qualified Occupants of UTMG shall remain employees or members solely of
UTMG and shall maintain faculty appointments at the University of Tennessee Coliege of Medicine or
other college at UTHSC. Further, if UTMG, or any Qualified Occupant, ceases to comply with or
otherwise breaches any provision setting forth the foregoing obligations, Lessor shall have the right, and
shail exercise such right, upon UTMG’s failure to cure any breach after reasonable notice Lhereof, to
terminate the lease with UTMG and exercise any other rights and remedies thereunder. )

(c) Lessor shall require that each lessee covenant and agree that neither it nor any
Qualified Occupant will affifiate with a Competing Hospital by entering into a joint venture investment,
management contract or other arrangement to share financial risk or reward, regarding the operation of
licensed hospital activities or any services described in Section 5.03 (Use Restrictions). Further, if such
lessee, or any Quatified Occupant, breaches the covenants described in this Section 5.04(c), Lessor shall
have the right, and shall exercise its right, afier such lessee’s failure to cure its breach after reasonable
notice thereof, o terminate the subject lease and exercise any other rights and remedies thereunder.
Notwithstanding the foregoing, any such joint venture investment or other such ownership arrangement
between or amotig any lessee, any Qualified Oceupant, and a Competing Hospital shall not constitute a
breach of such lease so long as (i) the Competing Hospital does not possess, directly or indirectly, the
power to direct the management or policies of such joint venture or other ownership arrangement,
whether through the ownership of a voting interest, by contract, or otherwise; (ii) the Competing Hospital
holds no more than a twenty percent (20%) direct or indirect ownership interest in the joint venture or
other ownership arrangement; and (iii) the joiat venture or other ownership arrangement does not market
its services or otherwise hold itself out to the public as an affiliation between or among any combination
of the Competing Hospital, such lessee, and any Qualified Occupant.

(@) Lessee is and shall be deemed in each lease a ihird party beneficiary of each
lessee’s obligations described under this Section 5.04 and shall be entitled to enforee the same
independently of the rights of Lessor.

(e) Lessor may not grant a waiver for a particular circumstance that would otherwise
violale the covenanis described in this Section 5.04(c) without the prior written consent of Lessee (which
consent may not be unreasonably withheld with respect to a waiver request from UTMG).



ARTICLE VI. ASSIGNMENT & SUBLETTING

Section 6.01  Reguirements for Assignment or Subletting

During the Termn, Lessee shall not have the right to transfer or assign any interest in this Lease, by
operation of Jaw, merger or otherwise, or to mortgage or encumber Lessee or Lessor’s interest in this Lease, or
to sublet the whole or any part of the Premises, without the prior written consent of Lessor, which consent
shall not be unreasonably withheid, conditioned or delayed. Lessee must request Lessor’s consent to a
proposed assignment or subletting in writing no fewer than thirty (30) days prior to the effective date of the
proposed assignment or subletting, which request must include: (i) the name and address of the proposed
assignee or sublessee; (if) the nature and character of the business of the proposed assignee or sublessee;
(iil) in the case of an assignment only, financial information (including full financial statements as
reasonably requested by Lessor) of the proposed assignee; and (iv) a copy of the proposed assignment
agreement or sublease, each of which must be in substance and form reasonably acceptable to Lessor.
Withifi thirty (30) days afier Lessor receives Lessee’s request (with all required information included), -
Lessor shall have the option, in its sole but reasonable discretion: (1) to grant its consent to such
proposed assignment or subletting, or (2) to deny its consent to such proposed assignment or subletting.
Should Lessor fail to respond within such thirty (30) day period, the proposed assignment or subletting
shall be deemed to have been approved. For purposes of this Article, the following actions shall be
deemed to be an assignment of this Lease and shall require Lessor’s prior written approval: (w) the
transfer of a majority of the issued and outstanding capital stock of any corporate Lessee or sublessee;
(%) the transfer of a majority of the partnership interests in a Lessee or sublessee that is a partnership; (v) the
transfer of either the majority of the partnership interests or control in any Lessee or sublessee that is 2 limited
partnership; and (z) the transfer of either the majority of the membership interests or control i any Lessee or
sublessee that is a limited liability company; the same shail be deemed to have incurred whether in 2 single
transaction or in a series of related or unrelated transactions from the beginning of the Term.

Secton 6,02  Pzyment of Sublease Rent

In the event Lessee sublets all or any portion of the Premises and Lessor’s consent is required, fifty
percent (50%) of any rent accruing to Lessee as the result of such subleiting in excess of the Rent (including
Base Rent) then being paid by Lessee under this Lease (or a pro rata portion thereof, in the event only 2
portion of Premises are sublet) shall be paid to Lessor, and Lessee shall pay such amount to Lessor within five
(5) days after Lessee’s receipt thereof every month, as Additional Rent hereunder.

Section 6.03  Lessee’s Continuing Liability
Notwithstanding any assignment or subletting, Lessee shall remain liable for all obligations under this

Lease. Any assignee of Lessee, at the option of Lessor, shall become directly liable to Lessor for all
obligations of Lessee hereunder, but no assignment or subletting by Lessee shall relieve Lessee of any

liability hereunder.
Section 6.04  Lessor’s Cost Related to Assignment or Subletting

Lessee shall, promptly upon demand by Lessor, reimburse up to One Thousand and No/100 Dollars
($1,000.00) of Lessor’s reasonable attorneys’ fees and out-of-pocket expenses actually incurred in
comnection with Lessor's review of any Assignment or Subletting documents, and such costs and
expenses shall constitute Additional Rent hereunder.



ARTICLE VII. LESSOR’S OBLIGATIONS

Section 7.01  Utility Service
The normal business hours of the Building, shall be from 8:00 AM. to 6:00 P M. on Monday through
Friday, and 8:00 A.M. to 1:00 P.M. on Saturday, exclusive of national holidays.

(a) Lessor will furnish Lessee the following services and utilities of the quality and in quantity

custom avy or fistolzssm edicaloffice builiings bozted f1H em phis, Tennessse:
(i) Elevator service for paésenger and delivery needs;

(ij) Heat and air conditioning within the Premises at a meaximum temperature of
approximately 75 degress Fahrenheit during summer operations and at a minimum
temperature of approximately 70 degrees Fahrenheit during winter operations, subject to

governmental regnlations;

i) Hot and cold running water, soap, paper towels, and toilet tissue for all restrooms and
2 > p, pap >

lavatories;

(iv) Janitorial service, which icludes sanitizing, dusting, cleaning, mopping, vacuuming and
removal of trash not requiring special handling, Monday through Friday;

(v) Custodial, electrical and mechanical maintenance services, Monday through Friday;

(vi) Electric power, for small desktop types of machines or handheld devices, such as personal
computers, copiers, scanners, paper shredders, and the like;

(vii) Electric lighting, at a level of at least 80 foot candles at desk height except in corridor or
storage aress, and including the replacement of building-standard lamps, fixtures and ballasts

as needed

(viii) Repairs and maintenance, for mainteining in good order at all times, the exterior walls,
windows doors and roof of the Building; public carridors, stairs, elevators, storage rooms
and restrooms; the air conditioning, electrical and plumbing systems of the Building;
and the walks, paving and landscaping surrounding the Building; and’

(ix) General management, including supervision, inspections, record keeping, accounting and
related management functions.

(b) The services provided in subparagraph (a) herein and the amount of Rent prescribed herein
are predicated on and are in anticipation of certain usage of the Premises by Lessee as follows:

(i) Air conditioning design is based on sustained outside temperatures being no higher than 94
degrees Fahrenheit and no lower than 17 degrees Fahrenheit with sustained occupancy of the
Premises by no more than ____ people per .75 square feet of floor area and heat generated by
electrical lighting and fixtures not to exceed 4.0 waits per square f00t,



1T
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(i) For hours other than normal business hours, heating of the Building shall be held to’a minimum
temperature of approximately 60 degrees Fahrenheit and cooling of the Building shail be held to
a maximum temperature of approximately 80 degrees Fahrenheit, regardless of the outside

temperature.

(iif) Electrical power usage and consumption is based on lighting of the Premises during normal
business hours at a level of at least 80 foot candles at desk height, and power for machines and
equipment normally found in a medical office or business office, such as refrigerators (other
than large commercial refrigeration unit), personal computers, photocop'ying machines,
typewritets, calculators and adding machines, facsimile machines and other business magchines
using 100 volt, 20 amp circuits. Such heavier power use items such as stove, X-ray equipment,
compressed air and other heavy power usage medical equipment and the like shall not be used
or installed unless specified elsewhere herein, or by separate written consent of Lessor.

(iv) The Premises will be provided an override switch which will allow for the operation of the air
conditioning and/or heating system for perinds other than the normal business hours as specified
above. If Lessee uses services in an amount or for a period in excess of that provided for
herein, then Lessor reserves the right to charge Lessee as Additional Rent hereunder a
reasonable sum as reimbursement for the direct cost of such added services. In the event of
disagreement as to the reasonableness of such charge, the opinion of the appropriate local utility
company or an independent professional engineering firm shali prevail.

Section 7.02  Interruption of Service

{essor shall not be liable for, and the obligation of Lessee to pay Rent and leep, observe and perform all
of its covenants, obligations, duties and agreements herein shall not be affected or excused by, the failure
to furnish or delay in furnishing elevator service, electric power, heat, air conditioning, water, janitorial
service, or any other service, & strike or labor controversy, a riot, an act of God, the inability to secure fuel
for the Building, any accident or casualty, or any other cause bevond the reasonable control of Lessor.
Lessor shall use its best efforts to minimize any disruption of Lessee’s use of the Premises arising from
any interruption or failure of utiities or services.

ARTICLE VIII. MAINTENANCE & REPAIRS

Section 8.01  Lessor’s Respénsibﬂity

Lessor shall keep and maintain, renovate, repair, and keep in good order and condition the Common
Areas, including the land, parking lot, roof, foundation, mechanical, electrical, life safety, plumbing,
sprinkler systems, heating, ventilating and air conditioning systems, structural elements of the roof,
foundation, structural columns and load bearing walls (except for the interior non-structural components
of the Premises which shall be maintained by Lessee and such additional mechanical or equipment
systems installed by Lessee, including but not limited to any commun ication systems, medical equipment
or any other supplemental or specialized items required by Lessee). Any mainfenance, repair, renovation
or replacements required by ¢he acte or omissions of Lessee shall be paid for entirely by Lessee. Lessor
may, at its expense, make any repairs, alterations, or improvements which Lessor may deem necessary for

the preservation, safety, security or improvement of the Premises or the Building. Lessee shall have no



right to perform the obligations of Lessor pursuant to this Section (except in case of emergency) and
hereby waives all statutory and other rights fo perform such obligations or to offset any Rent due as a
result of Lessor’s failure to perform its obligations under this Section or any other Section of this Lease.
Lessor shall use commercially reasonable efforts to reduce the amount of injury to or inferference with
Lessec’s business arising from the performance of its obligations under this Section. There shall be no
abatement of Base Rent or other sums and charges due hereunder and no Hability of Lessor by reason of
any injury to or interference with Lessee’s business arising from or relating to the making of any repairs,
alterations or improvements in or to any portion of the Building or the Premises or in or to fixtures,
appurtenances and equipment therein or thereon, unless such repairs, alterations or improvements were
made necessary by damage caused by the negligence of Lessor. All expenses and costs incurred by
Lessor pursuant to this Section shall be classified as Qualified Operating Expeases unless specifically
excluded as Non-Qualified Operating Expenses in accordance with Section 4.06.

Section 8.02.. Lessee’s Responsibility

Lessee shall not cause or knowingly permit any waste, damage or injury to the Premises. Lessee, at its
sole expense, shall keep the Premises as now or hereafer constituted with all improvements made thereto
in good condition (reasonable wear and fear and casualty excepted), and shall make all repairs,
replacements and renewals to Lessee’s Improvements necessary to maintain the Premises in the condition
in which it existed as of Lessee’s occupancy of such portion of the Premises, reasonable wear and tear
and casualty excepted. All repairs, replacements and renewals shall be at least equal in quality of
materials and workmanship to that originally existing in the Premises, shall be done in a good and
workmanlike manner and in compliance with all laws, ordinances, rules and requirements of any federal,
state or municipal government or agency having jurisdiction, including (without limitation) the
Americans with Disabilities Act (as the same may be amended), and shall be completed free of all
mechanics’ and materialmen’s liens. Lessee agrees to give Lessor notice of any repairs made by Lessee.
On default of Lessee in making such repairs or replacements, Lessor may, but shal} not be required to,
make such repair, replacement or renewal for Lessee’s account, and the expense thereof shall constitute
and be collectible by Lessor from Lessee as Additional Rental. ‘

Section 8.03  Alterations by Lessee

Lessee shall have the right, from time to time, to make improvements or alterations to the interior of the
Premises, subject to Section 8.02 above and the following conditions: (i) no improvement or alteration
shall at any time be made whicly shall impair or otherwise alter the structural soundness or diminish the
value of the Premises or the Building; (ii) no improvement or alieration requiring an inspection or
approval by any municipal or any other governmental authority having jurisdiction over such
improvements or alterations shall be made at any time without first obtaining Lessor’s written approval
therefor; (iif) no improvement or alteration shall be undertaken until Lessee shall have procured and paid
for all required municipal and other governmental permits and anuthorizations; (iv} all work done in
connection with any improvements or alterations shall be done in & good and workmanlike manner and in
compliance with all applicable building and zoning Jaws, and with all other laws, ordinances, rules and
requirements of any Federal, state or municipal government or agency having jurisdiction including
(without limitation) the Americans with Disabilities Act (as the same may be amended), and shall be
completed free of all mechanics’ and materialmen’s liens; (v) Lessee shall keep the Premises, the
Building and the Common Areas free from any liens arising out of work performed, materials furnished



or obligations incurred by Lessee, and Lessee shall indemnify, hold harmless and defend Lessor from any
liens and encumbrances arising out of any work performed or materials furnished by or at the direction of
Lessee; and (vi) any improvement or alteration to the Premises {including, without limitation, the Lessee
Tmprovements), except moveable furniture, trade fixtures and medical equipment and other personal
property placed by Lessee in the Premises, shall at once become the absolute property of Lessor and
remain upon and be surrendered with the Premises as a part thereof at the expiration (or carlier
termination, if applicable) of this Lease without disturbance or injury.

Section 8.04 Performance of Lessea’s Alterations

Improvements or alterations by Lessee shall be conducted by contractors approved in writing by Lessor,
and shall be performed at Lessee’s sole expense and at such times and in such manner as Lessor may from
time to time reasonably designate. Lessee shall reimburse Lessor, within ten (10) days after demand
therefor, for any out-of-pocket expense reasonably incurred by Lessor for reviewing the plans and
" “specifications for such Alterations or inspecting the progress of ‘completion of the same. Lessee shall
furnish to Lessor copies of records of all Alterations and of the cost thereof within thirty (30) days after
the completion of such Alterations.

ARTICLEIX. LESSEE’S PROPERTY

Section 9.01  Lessee’s Personal Property

All Lessee’s personal property and trade fixtures shall remain the property of Lessee and, on or before
the Expiration Date or earlier end of the Term, shall be removed from the Premises by Lessee at Lessee’s
option, provided, however, that Lessee shall repair and restore in a good and workmanlike manner to
Building standard condition (wear and tear caused by ordinary reasonable use excepted) any damage to the
Premises or the Building caused by such removal. The provisions of this Section shall survive the expiration
or earljer termination of this Lease. All personal property and trade fixtures of Lessee located in or about
the Building or Premises shall be there at the sole risk of Lessee, and Lessor shall not be [iable for any damage
done to or loss of such personal property, unless such damage or loss is the direct result of the acts or
omissions of Lessor, its agents, employees, contractors or subcontractors. Lessee represents and warrants
that it has acquired adequate insurance on its personal property and trade fixtures to inswe Lessee against

such risk of loss,

Section 9.02  Personal Property Taxes

Lesses shall pay all taxes and other amounts charged, levied or assessed against trade fixtures,
furnishings, equipment or any other personal property located in, or used by Lessee in connection with,
the Premises. Lessee shall use diligent efforts to have all such personal property taxed separately from

the Building or property of Lessor.
ARTICLEX. INSURANCE

Section 10.01 Lessor’s Insuranee Coverage
Lessor shall obtain and maintain, or cause to be maintained, insurance for Lessor and the Property
providing at least the following coverages:

(a) comprehensive “All Risk” or “Special Form” insurance on the Building and Lessor’s Personal
Property (i) in an amount equal to one hundred percent (100%) of the “Full Replacement Cost,” which for



purposes of this Agreement shall mean actual replacement value (exclusive of costs of excavations) with
no waiver of depreciation; (ii) containing an agreed amount endorsement with respect fo the
Improvements and Personal Property waiving all co-insurance provisions, or confirmation that co-
insurance does not apply; and (iii) providing for commercially reasonable deductibles for ali such
insurance coverage; and

(b) commercial general liability insurance, including a broad form comprehensive general liability
endorsem ent and coverage against clai s or personal injizy, bodily infiry, dezth or property dam age
occumriag upon, 11 orabout the Proparty, such fnstance (1) to be an the socalled “ocouzence” b with
2 com bined 1in fof notless than Tweo M Illon and No/A00 D ollzrs ($2,000,000,00) n the aggregate and

One M illion and N o/L00 Dolzxs ($1,000,000.00 ) per occunence (and, if on & bhnketpolizy, coniaz’mhg
an “a ggregate Per Locatibn” endorsem ent); (H) o continue at not kess than the aibresaid Jim 3t untdl
mquired to be changed by Lender in w riting by weacon of changed econom ! condiffons m aking such
_ protection madeguate; and (4#) to cover at kast the folbw ing hazards: (1)punam ises and operztions;
(2) products and com pleted opemtions on an “ifany” basis; and (3} independentconbactors.

Section 10.02 Lessee’s Obligations with respect to Lessor’s Insurance

Lessee shall not do or permit to be done any act or thing in or upon the Premises and/or the Building
which will invalidate or be in conflict with the terms of Lessor’s policies of fire and casualty insurance on
the Building (hereinafier referred to as “Building Insurance”), provided that Lessee is apprised of suck
terms. Lessee, at Lessee’s own expense, shall comply with all rules, orders, regulations and requirements
of all insurance boards, and shall not do or permit anything to be done in or upon the Premises and/cr the
Building or bring or keep anything therein or use the Premises and/or the Building in a manner which
increases the rate of premium for any of the Building Insurance over the rate in effect at the
commencement of the Term of this Lease. In the event a policy is canceled or the casualty insurance
premium rate shall be higher than it otherwise would be, as a result of the actions of Lessee, then Lessee
shall reimburse Lessor, as Additional Rent hereunder, for the cost of a replacement policy or for such
excess casualty insurance premiums paid by Lessor, as applicable, upon the first day of the month
following payment by Lessor of the premiums for such replacement policy or such excess casualty
insurance premiums, as applicable. Lessor represents and warrants that Lessee’s intended use of the
Premises as of the Lessee’s occupancy of the Phase I Space does not conflict with the provisions of this

Section 10.02 or increase the rate of premium for any of the Building Insurance.

Section 10.03° Lewce s Insurance

At Lessee’s own cost and expense, Lessee shall obtain, maintain and keep in full f01 ce and effect during the
Term the insurance coverages set forth in this Section. All premiums and any deductible amounts (which
shall be reasonably acceptable to Lessee) for such coverages shall be paid directly by Lessee.

(2) Commercial general liability insurance in a form approved in the State of Tennessee (including
broad form property damage coverages). The limits of liability shall not be less than Three Million
Dollars ($3,000,000.00) per occurrence, which amount may be satisfied with a primary commercial
general liability policy of not less then One Million Dollars ($1,000,000.00) and an excess (or
“Umbrella”™) liability policy affording coverage, at least as broad as that afforded by the primary
commercial general liability policy, in an amount not less than Two Million Doliars (82,600,600.00).
Lessor, the property manager and any mortgagees shall be included as additional insureds in said
policies and shall be protected against all such insured liability arising in connection with this Lease. All



said policies of insurance shall be written as “occuirence™ policies. Whenever, in Lessor’s reasonable
judgment, good business practice and changing conditions indicate a need for additional amounts or
different types of insurance coverage, Lessee shall, within ninety (90) days after Lessor’s request, obtain
such insurance coverage, at Lessee’s expense, so long as the coverage limits do not exceed those
customarily required for Lessees of comparable size in property similar to the Property.

(b) Personal Property Insurance. Lessee shall maintain in full force and effect a property insurance
polizcy or poliziss nswing Lessse’s personal property agaiist bss or dam age comm only covered by a
“Specizl Fom “ policy heurdng agamnstphysioal bas ordam age to Lease’s personal property, fnckiding,
butnot Hn ited o, ¥k of bas fom fhe, w indstom , heil, and other hazaxds, collgpse, tansit covermge,
vandalien , m alicius m ieshisf, theft, earthguake (If the Pmperty is in earthguake zone 1 or 2), and
sinkholes (if usually recomm ended in the area of the Property) and 21l physical bss perils sncliding but
not I ited to sprinkler akage, tomado, expbsion, rbt, terorist attarks, afiwralt, snoke and vehile
_ dam age, provided such _fom s or endorsem ents are availble with camm erdally masonsble prem fum .
The polizy saall be fn fhe am ountof the fill rgpiacen entvalie of Lessee’s personal property and shall
contatn a deductble am ountaccepteble o Lessee and Leswor. The om of polity for this coverage shall
be Caom pleted Vakie.

(¢) Business Interruption Tasurance, Lessee, at its expense, shall maintain in foll force and effect
business interruption insurance for not less than twelve (12) months of income and normal operating
expenses, including payroll and Base Rent payable hereunder with an endorsement extending the period
of indemnity by at least ninety (90) days (Building Ordinance-Increased Period of Restoration
Endorseinent) and in an amount to prevent Lessor from becoming a co-insurer.

(d) Workers” Compensation and Employers’ Liability Insurance. Lessee shall maintain in effect
Workers’ Compensation and Employers® Liability Insurance, with a waiver of subrogation endorsement,
in form and amount reasonably satisfactory to Lessor and as required by faw.

(¢) Other Insurance. At Lessee’s expense, Lessee shall maintain in full force and effect any other

form or forms or amounts of insurance or any changes or endorsements to the insurance required herein
as Lessor or Property Mortgagee may reasonably require from time to time, provided such forms,
amounts, changes or endorsements are available and customarily required for Lessees of comparable size
in propetty similar o the Property.
All policies of insurance shall be: (i) written as primary policy coverage and not contributing with or in
excess of any coverage which Lessor may carry; and (ii) issued b)'z reputable and independent insurance
companies rated in Best's Insurance Guide or any successor thereto (or, if there is none, an organization
having a national reputation), as having a general policyholder rating of “A-VII” and a financial rating
of at least “XI11”, and which are licensed to do business in the State of Tennessee. Lessee shall, not later
than ten (10) business days prior to the Rent Commencement Date, defiver to Lessor either (a) the policies of
insurance or (b) certificates thereof with a copy of the declaration page, and shall thereafter furnish to
Lessor, at least thirty (30) days prior to the expiration of any such policies and any renewal thereof, a new
policy or certificate (with copy of the declaration page) in lieu thereof. Each policy shall also contain a
provision whereby the insurer agrees not to cancel, or fail to renew said insurance policy(ies) without having
given Lessor, the property manager and mortgagees at least thirty (30) days prior written notice thereof.
Lessee shall promptly send to Lessor a copy of all notices sent to Lessee by Lessee’s insurer.



Lessee shall pay all premiums and charges for all of said policies, and if Lessee shall fail to make any
payment when due or carry any such policy, Lessor may, but shall not be obligated to, make such
payment or carry such policy, and the amount paid by Lessor, with interest thereon (at the maximum rate
permitted by law), shall be repaid to Lesser by Lessee on demand, and afl such amounts so repayable,
together with such interest, shall be deemed to constitute Additional Rent hereunder, Payment by Lessor of
any such premium, or the carrying by Lessor of any such policy, shall not be deemed to waive or release
the default of Lessee with respect thereto.

Notwithstanding anything to the contrary set forth herein, Lessee may utilize a blanket insurance policy or
policies to satisfy its obligations under this Section 10.03 above subject to the following conditions: (a)
coverage may be allocated by Lessee among the properties owned or managed by Lessee as Lessee, in
Lessee’s reasonable discretion, deems appropriate; (b) each policy shall specify the amount of the total
coverage allocated to the Premises, which amount shall not be less than the amount recuired herein; (¢)
any-such policy shall not, as to Lessor’s coverage thereunder, be subject to invalidation as of result of any
act or omission by Lessee of any kind whatsoever; and (e)the blankei policy shall otherwise comply with
the requirements set forth in this Lease.

Section 10.04 Waiver of Subrogation

Lessor shall cause each policy required to be carried by Lessor insuring the Building against loss, damage
or destruction by fire or other casualty, and Lessee shall cause each insurance policy required to be
carried by Lessee and insuring the Premises and Lessee’s Alterations, leasehold improvements and
Lessee’s property against loss, damage or destruction by fire or other casualty, to be written in a maymer
50 as to provide that the insurance company waives all rights of recovery by way of subrogation against
Lessor, Lessee and any party to the other for the amount of such loss or damage, if any, caused by fire or
any of the risks enumerated in its policies, provided that such waiver was obtainable at the time of such
loss or damage. However, if such waiver cannot be obtained, or shall be obtainable only by the payment
of any additional premium charge above that which is charged by companies carrying such insurance
without such waiver of subrogation, then.the party undertaking to obtain such waiver shall notify the .
other party of such fact and such other party shall have a period of ten (10) days after the giving of such
notice to agree in writing to pay such additional premium if such policy is obtainable at addifional cost (in
the case of Lessee, pro rata in proportion of Lessce’s rentable area to the total rentable area covered by
such insurance); and if such other party does not so agree or the waiver shall not be obtainable, then the
provisions of this Section shall be null and void as to the risks covered by such pohcx for o long as either
such waiver cannot be obtamed or the party in whose favor a waiver of subrogation is desired shall refuse
to pay the additional premium. If the release of either Lessor or Lessee, as set forth in this Section, shall
contravene any law with respect to exculpatory agreements, the liability of the party in question shall be
deemed not released, but no action or rights shall be sought or enforced against such party uniess and
wntil all rights and remedies against the other's insurer are exhausted and the other party shall be unable to

collect such insurance proceeds.
ARTICLE XI, CASUALTY OR EMINENT DOMAIN

Section 11.01 Casualty

In the event of a partial destruction of the Building during the Term and if such partial destruction arises
from any cause required to be insured against by Lessor hereunder, and if Lessor has the net insurance
proceeds available to use, Lessor shall repair the same to a condition substantially comparable to that existing



before such partiai destruction, provided that such repairs can, in Lessor’s sole opinion, be made within two
hundred seventy (270) working days (the “Repair Period”) after the date of such partial destruction (the
“Casualty Date”), but such partial destruction shall in no way terminate, annul or void this Lease. Until
such repairs are completed, the Annual Base Rent, Additional Rent and other sums due hereunder shell be
abated in proportion to the part of the Premises which is unusable by Lessee in the conduct of its business.
If the partial destruction is due to the gross negligence or intentional misconduct of Lessee, its employees,
agents, clients, customers, guests or invitees, there shell be no abatement of Annual Base Rent and Additional
Rent as may be due. In the event the Premises cannot be repaired within the Repair Period, Lessor shall
notify Lessee within sixty (60) days ‘after the Casualty Date that the Premises cannot be repaired
within the Repair Period, and within five (5) days of such notice from Lessor to Lessee, either

essor or Lessee may, by written notice to the other party, elect to cancel this Lease, effective as of
the Casualty Date. In the event Lessor elects to cancel this Lease, then Lessee shall not be required fo
make any pavments of Annual Base Rent or Lessee’s Proportionate Share of Qualified Operating
Expenses (as abated in the manser set forth above) for the period from and after the date Lessee ceases to
ocoupy any part of the Premises after the Casualty Date. Lessor shall not be liable for any inconvenience or
ammoyance of injury to the business of Lessee resulting in any way from damage from fire or other casualty or
the repair thercof unless the result of Lessor’s gross negligence or willful misconduct. If such partial
destruction is caused by any casualty not required on the part of Lessor to be insured against hereunder,
then Lessor may, by written notice to Lessee within thirty (30) days after the Casualty Date, terminate this
Lease as of the Casualty Date. A total destruction of the Building, as certified by Lessor’s engineer or
architect, shall automatically terminate this Lease as of the Casualty Date. Lessee acknowledges that
Lessor’s existing and/or future Jenders holding a mortgage or deed of trust on the Building may request
reasonable modifications to this Section, and Lessee agrees to negotiate reasonably, diligently and in
good faith with respect to any medifications so requested by any such lender.

Sertion 11.02 Eminent Domain

If all of the Building is taken by any lawful authority by exercise of the right of eminent domain or
transfer in lieu of a taking {collectively “Taken™), then this Lease shall terminate effective as of the earlier of
the date possession or day that title is required to be swrendered to such authority. If only a portion of the
Building or any portion of the Property is taken, the loss of which would have a permanent material and
adverse impact on Lessee’s use of the Premises, as determined by Lessee in its reasonable discretion,
Lessor may terminate this Lease effective as of the earlier of the date possession or title is required to be
surrendered to such authority. If this Lease is not terminated as provided above, then Lessor shall
promptly, subject to availability of a sufficient condemnation award, proceed to restore the Premises
and the Property to substantially their condition prior to the taking or transfer, and Rent shall abate to
the extent Lessee’s use and enjoyment of the Premises is interrupted as reasonably determined by Lessor.
Lessor shall be entitled to the entire amount of the condemnation award; provided that nothing in this
Article shall be deemed to prevent Lessee from seeking any award against such authority for the taking of
personal property and fixtures belonging to Lessee or for relocation or business interruption expenses
recoverable from such authority. No temporary taking of the Premises or the Property shall terminate this
Lease or give Lessee any termination or Rent abatement right, and any award specifically atiributable to
a temporary taking of the Premises shall belong entirely fo Lessor, except for any separate award made
to Lessee for relocation or business interruption expenses that shall belong entirely to Lessee. A



temporary taking shall be deemed to be a taking of the use or occupancy of the Premises or the Property
for a period of ninety (90) days or less.

ARTICLE XII, INDEMNIFFCATION

Section 12.01 Indemnification by Lessee

Notwithstanding the existence of any insurance or self-insurance provided for herein, and without regard
to the policy limits of any such insurance or self-insurance, Lessee hereby indemnifies and agrees, at its
sole expense, to protect, indemnify, defend and hold Lessor, any successors 10 Lessor’s interest in this -
Lease, any property morigagee and their respective successors and assigns, and their respective directors,
offices, employees, servants agents, partners, members and shareholders (each, a “Lessor Indemnified
Party”) harmless from and against and to pay a Lessor Indemnified Party on demand with respect to any
and all claims, demands, actions, causes of action, losses, penalties, damages (including consequential
damages), obligations, liabilities (including strict liability), judgments, costs and expenses of any and
every kind or character, known or unknown, fixed or contingent, asserted against or incurred by any
Lessor Indemnified Party at any time and from time to time by reason or arising out oft (a) the use or
occupancey of the Property by Lessee or any persons claiming under Lessee; (b) any activity, work, or
thing done, or permitied or suffered by Lessee in or about the Property; (c) any breach, violation, or
nonperformance by Lessee or any person claiming under Lessee or the employees, agents, contractors,
invitees, or visitors of Lessee or of any such person, of any representation, term, covenaot, or provision of
this Lease or any Applicable Laws or Environmental Law; (d) any injury or damage fo the person,
property or business of Lessee, its employees, agents, contractors, invitees, visitors, or any other person
entering upon the Property; (e) any construction, alterations, changes or demolition of the Property
performed by or contracted for by Lessee or its employees, agents of contractors; (f) any obligations,
costs or expenses arising under any liens imposed on the Property as a result of Lessee’s actions; (g) any
accident, injury to or death of persons (including malpractice or professional negligence claims, losses or
damages) or Joss of or damage to property occuiring on or about the Property or adjoining sidewalks
(including Common Areas) resulting from .acts, omissions, negligence or misuse by Lessee or its
employees, agents, contractors, invitees or visitors, or any maintenance, alteration or repair by Lessee of
the Property; (h) any Taxes to be paid by Lessee hereunder; (i) any loss or damage to Lessor resulting
from Lessee’s failure to surrender the Premises or any part thereof upon the expiration or termination of
this Lease in a timely manner and in accordance with the terms and provisions of this Lease or liability
resulting from such failure, including, without limiting the generality. of the foregoing, loss of rental with
respect 1o ary new lease i which the rental payable thereunder exceeds the Rent collected by Lessor
pursuant io this Lease during Lessee’s holdover and any claims by any proposed new Lessee founded on
Lessee’s failure to surrender the Premises; and () the non-performance of any of the terms and provisions
of any and all existing and future subleases of the Property to be performed by the sub-lessor (Lessee
hereunder) or any sublessees thereunder. Nothing herein shall be construed as indemnifying Lessar
against its own gross negligence or wiliful misconduct, provided Lessee shall have the burden of proving
such gross negligence or wiliful misconduct. For purposes of this Section, any acts or omissions of
Lessee, or by employees, agents, assignees, cortractors, invitees, visitors, subcontractors or others acting
or or on behalf of Lessee (whether or not they are negligent, intentional, willful or unlawful), shall be

strictly atiributable to Lessee.



Section 12.02 Indemnification by Lessor

Notwithstanding the existence of any insurance or self-insurance provided for herein, and without regard
to the poficy limits of any such insurance or self-insurance, Lessor hereby indemnifies and agrees, at its
sole expense, to protect, indemnify, defend and hold Lessee, its successors and assigns, and their
respective directors, officers, employees, servants, agents, pariners, members and shareholders (each, a
“Lessee Indemnified Party”) harmless from and against and fo pay any Lessee Indemnified Party on
demand with respect to any and all claims, demands, actions, causes of action, losses, penalties, damages
(including consequential damages), obligations, liabilities (including strict Hability), judgments, costs and
expenses of any and every kind or character, known or unknown, fixed or contingent, asserted against or
incurred by any Lessee Indemnified Party at any time and from time to time by reason or arising out of
the negligent or willful acts or omissions of Lessor or of employees, agents, assignees, contractors,
invitees, visitors, subcontractors or others acting for or on behalf of Lessor.

Section 12.03 Mold

Lessee shall not create or permit to exist in or about the Premises any “Mold Condition™. As used herein,
the term Mold Condition shall include the presence or suspected presence of mold or any condition(s) that
reasonably can be expected to give rise to or indicate the presence of Mold (as herein defined), including
observed or suspected instances of water damage or intrusion, the presence of wet or damp wood, cellular
wallboard, floor coverings or other sraterials, inappropriate climate control, discoloration of walls,
ceilings or floors, complaints of respiratory ailment or eye irritation by Lessee’s employees or any other
occupants or invitees in the Premises, or any notice from a governmental agency of complaints regarding
the indoor air quality at the Premises. As used herein, the term “Mold” shall include mold, mildew,
fungus or other potentially dangerous organisms. In the event of suspected or actual Mold or Mold
Conditions at the Premises, Lessee shall immediately notify Lessor in writing of the same and the precise
Jocation thereof. Lessee acknowledges the control of moisture and Mold prevention are material
obligations of Lessee under this Lease, and Lessee shall, at its sole cost and expense, regularly monitor
the Premises for the presence of Mold and Mold Conditions. If any Mold or Mold Conditions in or about
the Premises or any other part of the Building are a result of the actions or omissions of Lessee or any
Lessee’s Representatives, Lessce shall promptly, at Lessee’s sole cost and expense, hire a licensed and
experienced Mold remediation contractor approved by Lessor in writing, to completely clean-up and
remove from the Premises and the Building all such Mold or Mold Conditions, and Lessee shall
indemnify, defend and hold harmless the indemnified parties.and any other Lessees of the Building from
and against-any and all costs, expenses and claims arising therefrom or in connection therewith. All such
clean-up, removal and remediation shall, in each instance, be conducted to the satisfaction of Lessor and
any governmental authority with jurisdiction and otherwise in sirict compiiance with all applicable laws.
Such clean-up, removal and remediation shall also include removal and replacement of any infected host
materials as well as any repairs and refinishing required as the result of such removal and replacement.
There shall be no abatement of Rent on account of any clean-up, removal or remediation of any such
Mold or Mold Condition. Lessee waives, releases and discharges all indemnified parties for, from and
against all claims, demands, causes of action, suits, judgments, liabilities, losses, damages and expenses
(including attorneys® fees) for personal injury, bodily injury or property damages in any way arising from
or relating to ar associated with moisture or the growth of or the presence of Mold or Mold Conditions.
Notwithstanding the foregoing, Lessee shall not be responsible for Mold or Mold Conditions that result



from (i) defects in design or construction of the Building, or (ii) the actions or omissions of any other
lessee of the Building.

Section 12.04 Environmental Wagste

Lessee shall not, nor permit another to, store, produce, or dispose of any hazardous toxic, flammable or
dangerous waste, substance or material on or in the Premises, the Building, or the associated real property,
except in accordance with industry standards and in conformation with all federal, state and local laws, rules,
regulations and ordinances relating thereto, including all Environmental Laws as hereinafter defined. For
purposes of this Lease, the phrase “hazardous, toxic, flammable, or dangerous waste, substance or
material or Hazardous Material,” shall inciude by way of illustration, but not of limitation, petroleun,
asbestos, asbestos causing/containing materials, any petroleum fuel, urea formaldehyde, any radioactive
material and any hazardous, toxic, flammable or dangerous waste, infectious wastes, biomedical and
medical wastes, substance or material defined as such in, or for purposes of, or regulated by, any
Environmental Law, Environmental Laws shall mean ainy and all federal, state, municipal and local laws,
statutes, ordinances, rules, regulations, permits, licenses, judgments, writs, injunctions, decrees, orders,
determinations, directives, awards, standards, guidances, and policies, whether statutory or common law,
as amended from time to time, now or hereafter in effect, or other legal requirement promulgated or
agreement, in effect or pertaining to the indoor or outdoor eavironment, public health and safety,
occupational health or safety or industrial hygiene, or concerning the protection of, or regulation of the
discharge of substances into, the environment or concerning the health or safety of persons with respect to
environmental hazards including, without limitation, the use, generation, manufacture, production,
storage, release, discharge, disposal, handling, ftreatment, removal, decontamination, cleanup,
transportation or regulation of any Hazardous Material, including without limitation, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended by the Superfund
Amendments and Reauthorization Act of 1986, 42 U.S.C. §§9601 et seq., Solid Waste Disposal Act, as
amended by the Resource Conservation and Recovery Act of 1976 and Solid and Hazardous Waste
Amendments of 1984, 42 U.S.C. §§6901 et seq., Federal Water Pollution Control Act, as amended by the
Clean Water Act of 1977, 33 U.S.C. §§1251 et seq., Clean Air Act of 1966, as amended, 42 U.S.C.
§§7401 et seq., Toxic Substances Control Act of 1976, 15 U.S.C. §§2601 et seq., Occupational Safety and
Health Act of 1970, as amended, 29 U.S.C. §§651 et seq., Emergency Planning and Community Right-to-
Know Act of 1986, 42 U.S.C. §§11001 et seq., National Environmental Policy of 1975, 42 U.S.C.
§8§4321 et seq., Safe Drinking Water Act of 1974, as amended, 42 U.S.C. §300(f) et seq., the Hazardous
Materials Transportation Act, 42 U.S.C. §§1801 et seq., the Federal Insecticide, Fungicide, and
Rodenticide Act, 42 U.S.C. §§7401 et seq., any wetlands laws including, without limitation, 33 C.F.R.
§328.3 and any similar or implementing law of the state in which the Building is located, and all
amendments, rules, and regulations promuigated thereunder or implementing the same.

ARTICLE XIII, DEFAULT & REMEDIES

Section 13.01 Defaul by Lessee

The occurrence of any one or more of the following shall be deemed an “Event of Default™ hereunder:
(i) if Lessee fails to pay any Base Rent, any Additional Rent or any additional charge, sum or cost to be
peid by Lesses within five (5) days after the same shall be due and payable hereunder; (ii) if Lessee fails
promptly and fully to perform aad observe any of the terms, provisions or conditions of this Lease and such

failure cannot be corrected by the payment of money, and shall continue uncorrected for a period of thirty (30}



days (or any shorter period as may be specified in any Article or Section of this Lease) afler receipt of
written notice thereof from Lessor, provided that this period shall be extended for an additional thirty (30)
days as long as Lessee commences to cure such failure within said thirty (30) day period and proceeds
diligently thereafter to effect such cure; (iii) Lessee shall make a general assignment for the benefit of
creditors, or shall admit in writing its inability to pay its debts as they become due, or shall file a petition
in bankeuptey, or shall be adjudicated as bankrupt or insolvent, or shall file a petition in any proceeding
seeking any reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar
 relief under any present or future stafute, law or regulation, or shall file an answer admitting or fail timely to |

contest the material allegations of a petition filed against it in any such proceeding; {iv) a proceeding is
commenced against Lessee seeking any reorganization, arrangement, composition, readjustment,
liquidation, dissolution or similar relief under any present or future statute, law or regulation, and such
proceeding shall not have been dismissed within ninety (90) days after the commencement thereof; (v)
Lessee shall abandon or vacate all or any portion of the Premises or fail to take possession thereof as
provided in this Lease for a period of ten (10) days or longer; or (vi) Lessee shall do or permit to be done
anything which creates a lien upon the Premises or the Property and such Lien is not removed or discharged
within thirty (30) days after the filing thereof upon the occurrence of any such Event of Default.

Section 13.02 Remedies

Upon the oceurrence of an Event of Default under this Lease, if applicable, and af any time thereafier
until Lessor waives the default in writing or acknowledges cure of the default in writing, at Lessor’s
option, in its sole and absolute discretion, without declaration, notice of nonperformance, protest, notice
of protest, notice of default, notice to quit or any other notice or demand of any kind, Lessor may exercise
any and all rights and remedies provided in this Lease, or otherwise provided at law or in equity,
including, without limitation, any one or more of the foliowing remedies:

(a) Enforcement Actions. Lessor may enforce by all legal suits and other mears, its rights hereunder,
Tchiding the collxstion of Rent and zll other sum s payable by Lesses hermunder, w fthout reentering or
resum fig possession of the Propanty and w dthouttem mating thisLeass.

(b) Termination of Lease. Terminate this Lease in which event Lessee shall immediately survender
the Premises to Lessor in accordance with the terms of this Lease, and if Lessee fails o do so, Lessor
may, without prejudice to any other remedy which Lessor may have for possession or arrearages in Rent,
enter’ upon and take possession of the Premises and expel or remove Lessee and any other person who
may be occupying said Premises or any part thereof, without being liable for prosecution or any claim for
damages. Lessee hereby waives any statutory requirement of prior written notice for filing eviction or
damage suits for nonpayment of Rent.

(c) Possession without Termination. Lessor may enter upon and take possession of the Premises
without {erminating this Lease and expel or remove Lessee and its effects without being lizble fo
prosecution of any claims for damages and Lessor may relet the Property for the account of the Lessee.

(d) Protection of Property. In the event Lessee vacates or abandons the Premises, Lessor may enter
upon and take possession of the Premises in order to protect it from deterioration or damage. Any
personal property belonging to Lessee and left on the Premises shall be deemed to be abandoned, at the option
of Lessor, except such property as may be mortgaged by Lessee.



() Right of Entry. Lessor may enter upon the Premises without being liable for prosecution or any
chin fordam ages therefor, and do w hatever Lessee is obligated to do under the temm s of this Leass and
Lessee agrees that Lessor shall not be lable or any dam ages esulbng o the Lessee fom such actbn.
Lessor shall have the right to pem anently or tam porarily exclide Lessee and iis agents, em phbyess,
mpEsentatives, frvitees and visiiprs fom the Property.

(f) Lessor’s Right to Cure. If Lessee shall fail to make any payment, or to perform any act required
to be made or performed under this Lease and to timely cure the same, Lessor, without walving or
releasing any obligation or ‘Event. of Default, may (but shall be under no obligation to)- at any time
thereafter make such payment or perform such act for the account and at the expense of Lessee, and may,
to the extent permitted by law, enter the Premises for such purpose and take all such action thereon as, in
Lessors opinion, may be necessary or appropriate therefor, and no such entry shall be deemed an eviction
of Lessee. Lessee shall immediately repay the same to Lessor, upon demand, together with all costs and
_ expenses so incurred, together with the Late Charge and. Default Interest thereon, all to the extent
permitted by law, from the date on which such sums or expenses are paid or incurred by Lessor. The
obligations of Lessee and rights of Lessor contained in this Article shall survive the expiration or earlier

termination of this Lease.
Saction 13.03 Permissible Actions

Lessor may take whatever action at law or in equity as may appear necessary or desirable to collect the
Rent and other amounts payable under this Lease then due and thereafter to become due, or to enforce
performance and observance of any obligations, agreements or covenants of Lessee under this Lease or
any Guaranty, if applicable, and all such sums paid by Lessor with respect thereto shall be paid to Lessor
by Lessee. If Eessor must bring suit in order to collect amy deficiency, Lessor may allow such
deficiencies to accumulate and bring an action on several or all of the accrued deficiencies at one time.
Any such suit shall not prejudice in any way the right of Lessor to bring a similar action for any

subsequent deficiency or deficiencies.

Section 13.04 Mitigation of Damages.

With regard to the provisions of this Lease or the present or future laws of the State of Tennessee that
require Lessor to mitigate or seek to mitigate its damages or to use efforts to re-let the Premises, it is
acknowledged by Lessor and Lessee that the following are procedures setting forth Lessor’s duty to
mitigate the damages resulting from a default by Lessee. If the procedures set forth below are

substantially followed by Lessor, Lessor shall be presumptively deemed to have digcharged its duty to

Lessee to mitigate damages:

(@) Commencement of Duty to Mitigate. Lessor’s duty to mitigate shall arise on the date Lessee
relinquishes any claim to possession of the Premises by written notice to Lessor and Lessor accepts such
notice. i

() Clean. In order to market the Premises in a suitable condition, Lessor shall be obligated fo clean
fhe Premises. Except for the reasonable cost to clean the Premises, Lessor shall not be required to spend
any money to make the Premises ready for a replacement Lessee.

(c) Market Premises. Lessee acknowledges and agrees that Lessor is only obligated to market the
Premises in the same manner that Lessor markets, or has previously marketed, other similar medical
office space that Lessor awns; provided, however, Lessor shall only be obligated to incur and pay costs



and expenses to procure a replacement Lessee that Lessor would ordinarily incur and pay in connection
with leasing space comparable to the Premises, including, without limitation, Lessor’s legal costs to
prepare a new lease, and reasonable broker’s fees and advertising costs.

(d) Term and Rates. Lessor shall hot be required to re-let the Premises for a term longer than the
1=m aiing tem of this Lease. Duriig any peribd of re-letting durig the term of this Lezsa, Lessor shall
be mquired to m=-let the Pren dsas ata bass mntl =te that 1z, at & m ;nin um , equal to the Iasser of the
prevailing fair m arket mtes for s dbar m edival space and the Base Rent provided under thiy Leass.
Subjactio the frmgoing, mletty shall be upon such e sand conditbns (which m ay inclide fes Rent,
Rent copcessions or Lessse inducem ents of any natue) as Leswor, i its absoluite dissretibn, may
detzon ine.

() Replacement Lessee’s Use, Lessor shall not be required to accept any person or entity as a
Lessee (regardless of their operational abilities and credit rating) who or which proposes a change in the
“se of the Preimises permitted under this Lease to a use which violates any prohibition on use in the
Building; is incompatible with the nature and character of the Premises; creates a parking demand in
excess of the demand created by Lessee, or with any use of any person or entity that is at that time a
Lessee or lease prospect of Lessor for other space in the Building.

(f) Replacement Lessee’s Financial and Operational Capability. Before re-letting the Premises to
any replacement Lessee, Lessor may require the proposed replacement Lessee to demonstrate the same
financial and operational capability that Lessor would require from any other similar lease prospect as a
condition to leasing the Premises.

) Partial Reletting, Lessor may elect to re-let all or any marketable part of the Premises, and
reletting of less than all of the Premises shall not be deemed to constitute an acceptance and surrender of
the portion of the Premises not so re-let.

(h) Reletting to Existing Lessee. If any reletting by Lessor is to an existing tenant of Lessor and such
reletting results in a vacancy in the Premises or other Premises owned by Lessor, Lessee shall not receive

any credit for such reletting. Any reletting by Lessor shall be without notice to Lessee, and if Lessor has
not terminated this Lease, the reletting may be in the name of Lessee or Lessor, as Lessor shall elect,

Section 13,05 Damages.

Lessee acknowledges and agrees that: (i) the termination of this Lease; (ii) the repossession of the
Premises; (iif) the failure of Lessdr, notwithstanding its duty to mitigate as prov ided herein, to relet the
Premises or any part thereof; (iv) the reletting of all or any portion of the Premises; (v) the failure or
inability of Lessor to collect or receive any rentals due upon any such reletting; or (vi} the exercise by
Lessor of any of its remedies hereunder, shall not relieve Lessee of its Habilities and obligations
hereunder, all of which shall survive any such termination, repossession or reletting without diminution.
T essee chall be Hable to Lessor for the following damages, costs and expenses:

(a) Arrearages and Acceleration of Rent. Lesses, immediately and without further demand, shall pay
to Lessor all arrearages of Rent and all other sums due and owing by Lessee to Lessor. Lessor may
demand a final settlement and at any time, upon demand, Lessor may, in accordance with applicable law,
acoelerate all of the unpaid Rent hersunder based on the then current Rent (as adjusted during the Term)
using a discount rate equal to the interest rate on the Ten Year Treasury Note as published in the Wall

Street Journal, so that the ageregate Rent for the unexpired Term of this Lease becomes unmedmtply due



and payable. In addition, uniil Lessor is able to relet the Premises, although Lessor shall be under no
obligation to relet, except as set forth in Section 13.04, Lessee shall also pay to Lessar on or before the
first (1st) day of each calendar month, of the unexpired Term, the instaliments of Monthly Base Rent,
Additional Rent and all other sums due hersunder.

(b) Mitigation Expenses and Costs. Lessee also shall pay to Lessor, on demand, all costs reasonably
dncwrred by Lessor to m tiyate (regarilkss of the success thermof), and in wisting all or any partof the
Prem ises in firfherance thereof (the “M itigation Expenses”), to Legsor iz full, w ith dnterest, befbme any
gm s actually received fiom re-lothng am applid o offsetany Rentorothercharmes due fom [Lesses ©
Lessorunder this Lease, M iHyation Expensss shall nclide allcosts and expenses reasonably fncuned by
the Lessor to st nchiding, butnotlin ied to: (1) the costof cleaning, znovating, mpairing and altering
the Prem ises for a new Lessee or Lessces; (i) all expenses incuned by Lessor in mpossessing the
Drezn dazs (Trcliding any ncrease in fisursnce prem i § caused by the vacancy of the Prem dses); (117} the
. _costofadvertisam ents, brokerage and leasing com m issins and fees; (#7) 21l concessions granted o anew
tenant upon wltthg; (v) all besss mournsd by Lessor as a disct mesult of Lessee’s defaul; (vi) a
sesconable albw ance for Lessr's adm hnistatire efbrts, salaries and overhezd aftributable diectly or
indimotly o Lessee’s defaultand whited b the foregoing m atters; and (vii) reasonable atipmeys’ fees and
othercosts and expensas incuned by Lessor in connection w ith such raletting.

(¢) Application of Rent upon Reletling. Lessee agrees that if Lessor re-lets all or any portion of the
Premises, any rents received by Lessor under the new lease shall be applied first fo the Mitigation
Expenses and interest payable by Lessee to Lessor, and Lessee shall not receive any credit against Rent
and other sums due from Lessee to Lessor hereunder until all Mitigation Expenses have been paid. After
the Premises has been relet by Lessor, Lessee shall pay to Lessor on the fifth (5th) day of each calendar
month the difference between the Rent and any other charges due under this Lease for the preceding
calendar month and the rent (after application of such rent to any unpaid Mitigation Expenses) actually
oollected by Lessor for such month from the new Lessee. After payment of all Mitigation Expenses, any
amount collected by Lessor from the new Lessee for any calendar month, in excess of the Rent and any
other charges under this Lease, shall be credited to Lessee first, in reduction of Lessee's liability for any
previous calendar month for which the amount collected by Lessor is less than the Rent and other charges
due from Lessee; with any excess applied to the Rent and other charges due from Lessee for any futore
month of Lessee’s unexpired Term. Lessee shall have no right to any rent or other charges collected by
Lessor from any new Lessee, except for the credit set forth in this Section. Lessee acknowledges and
agrees that Lessor’s reletting of the Premises shall not be deemed an acceptance of Lessee’s surrender of
the Premises unless Lessor expressly notifies Lessee of such accebtance in writing, Lessee hereby
acknowledging that Lessor shall otherwise be reletting as Lessee’s agent, in Lessor’s discretion and
Lessee furthermore hereby agreeing to pay to Lessor on demand any deficiency that may arise between
the Rent and other charges provided in this Lease and that actually collected by Lessor.

(d) Waiver by Lessor. Without waiving any prior of subsequent Event of Default, Lessor may waive
anty Event of Default or, with or without waiving any default, remedy any default.
Section 13.06 Obligations under the Bankruptey Code

Unon filing of a petition by or against Lessee under the Bankruptey Code, Lessee, as debtor or as debtor-
2 g I A pe;

in-possession, and any trustee who may be appointed with respect to the assets of or estate in bankruptey
of Lessee, agree to pay monthly in advance on the first day of each month, as reasonabie compensation



for the use and occupancy of the Premises, an amount equal fo all Rent due pursuant to this Lease.
Included within and in addition to any other conditions or obligations imposed upon Lessee or its
successor in the event of the assumption and/or assignment of this Lease are the following: (a) the cure of
any monetary defaults and reimbursement of pecuniary loss within not more than five (5) business days of
assumption and/or assignment; (b) the deposit of an additional amount equal to not less than six (6)
months’ Rase Rent, which amount is agreed to be a necessary and appropriate deposit to adequately
assure the future performance under this Lease of the Lessee or its assignee; and (c) the continued use of
the Premises. Nothing herein shall be construed as an agreement by Lessor 1o any assignment of this
Lease or a waiver of Lessor's right to seek adequate assurance of future performance in addition to that
set forth hereinabove in connection with any proposed assumption and/or assignment of this Lease.

Section 13.07 Applicatior of Funds

Any payments otherwise made by Lessee that are received by Lessor under any provision of this Lease

“during the existence or continuance of any Event of Default shall be applied to Lessee’s obligations in the
order which Lessor may reasonably determine or as may be prescribed by the laws of the state in which
the Premises is located.

Section 13.08 Right of Setoff

Lessor may, and is hereby authorized by Lessee to, at any time and from time fo fime without advance
notice to Lesses (any such notice being expressly waived by Lessee), to setoff or recoup and apply (i) any
and all sums held by Lessor, including but not limited to all monies deposited or set aside as reserves
under this Lease, (ii) any indebtedness of Lessor to Lessee, and (iii) any claim of any kind or nature by
Lessee (the “Claim™), if applicable, against Lessor, against any obligations of Lessee hereunder and
against any Claim by Lessor against Lessee, whether or not such obiigations or Claim of Lessee are
matured and whether or not Lessor has exercised any other remedies hereunder. The rights of Lessor
under this section are in addition to any other rights and remedies Lessor may have against Lessee.

Section 13.08 Notices by Lessor

The provisions of this Article concerning notices shall be governed by Section 17.13 lhersof.

Section 13,10 Remedies Cumulative

To the extent permitted by law, each legal, equitable or contractual right, power and remedy of Lessor
now or hereafter provided either in this Lease; if applicable or by statute or otherwise shall be cummiative
and concurrent and shall be in addition to every other right, power and remedy available to Lessor,
Lessor’s election of any remedy shail in no way prejudice Lessor’s right at any time thereafter to cancel
said election in favor of another remedy or to pursue other remedies simultaneously, Forbearance by
Lessor fo enforce one or more of the remedies herein provided upon an Event of Default shall not
constitute a waiver of such default. No act or thing done by Lessor or its agents during the Term shall be
deemed an acceptance of an attempted surrender of the Premises, and no agreement to accept a surrender
of the Premises shall be valid unless made in writing and signed by Lessor, No reeniry or taking
possession of the Premises by Lessor shall be construed as an election on its part to terminate this Lease,
unless a written notice of such intention is given to Lessee. Notwithstanding any such reletting or reentry
or taking possession, Lessor may at any time thereafter elect to terminate this Lease for a previous
default. Lessor’s acceptance of Rent following an Event of Default hereunder shall not be construed as
Lessor’s waiver of such Event of Default. No waiver by Lessor of any violation or breach of any of the



terims, provisions and covenants herein contzined shall be deemed or construed to constitute a waiver of
any other violation or breach of any of the terms, provisions and covenants herein contained. F orbearance
by Lessor to enforce one or more of the remedies herein provided upon an Event of Default shall not be
deemed or construed to constitute a waiver of any other violation or default. No provisions of this Lease
shall be deemed to have been waived by Lessor unless waiver is in writing and is signed by Lessor.
Lessor shall at all times have the rights and remedies specified above and may further sue to seek any
declaratory, injunctive or other equitable relief, and to enforce specifically this Lease or to restrain or enjoin
any violation or breach of any provision hereof, and to sue for and collect any unpaid Base Rent and
other sums and charges due and payable hereunder and may also exercise all rights and remedies as are

available at law or in equity.
Section 13.11 Mnitiple Defaults

If three (3) or more monetary defaults ocour during the Initial Term or any Renewal Term of this Lease,
regardless of whether any such monetary default is cured, then, in addition to I other remedies available
to Lessor, Lessee shall, within ten (10) days after demand by Lessor, post a security deposit, or increase
the existing Security Deposit, in an amount equal to three (3) months’ installments of Rent at the time of
Lessor’s demand. Any security deposit posted under the foregoing sentence shall be governed by the
Security Deposit article of this Lease.

If three (3) or more Events of Default occur under this Lease during the Initial Term or any Renewal
Term and written notices thereof have been timely given to Lessee, notwithstanding any provision to the
contrary in this Lease and in addition to all other remedies available to Lessor, any failure by Lessee fo
comply with any obligation under this Lease shall constitute an immediate Event of Default without
notice or any grace period.

ARTICLE XIV. LIMITATION OF LESSOR’S LIABILITY

Section 14.01 Limitation of Lessor’s Liability

As a material part of the consideration to Lessor, Lessee hereby agrees that neither Lessor nor Lessor’s
shareholders, partners, members, directors, managers, officers, emplovees, agents, contractors,
representatives, successors and assigns (collectively, “Lessor’s Parties™) shall be liable for, and Lessee
hereby waives all claims against Lessor and Lessor’s Parties and assumes all risk relating to any loss,
damage, injury or death to the person, business (or any loss of income therefrom or consequential
damages), goods; wares, merchandise or other property of Lessce, Lessee’s employees, agents,
contractors, mvrtees customers, permitted sublessees or assignees or any other person in or about the
Premises, resulting from any cause whatsoever, including, but not limited to: (a) theft, illegal or
unauthorized entry to the Building, act of God, public enemy, injunction, riot, strike, insurrection, war,
terrorist actions, court order, requisition, order of any governmental authority, fire, explosion, falling
objects, hurricane, earthquake, tornade, flood, wind or similar storms or disturbances, mold, water, rain or
snow, ieak or flow of water (including water from the elevator system); (b) any interruption or any
discontinuance of utilifies nor will such discontinuance in any way be construed as an eviction of Lessee
or cause an abatement of rent or operate to release Lessee from any of Lessee’s obligations under this
Lease provided that Lessor has not intentionally caused the discontinuance of utilities to the Premises; (c)
gasoline, oil, steam, gas, electricity, or water, rain or snow which may leak or flow from the roof, street,
sewer, gas mains or subsurface area or from any part of f the Premises; (d) dampness or from the breakage,
leakage, obstruction, or other defects of the pipes, sprinklers, wires, appliances, plumbing, air



conditioning, or lighting fixtures of the Building; (e) from construction, repair, or alteration of the
Building; (f) from any acts or omissions of any other occupant or visitor of the Building; (g} from the
failure of Lessor to enforce any of the Building Rules and Regulations or the terms, covenants, and
conditions of any other lease against any other Lessee or any other persons, and Lessor Parties shall not be
liable to Lessee for violation of the same by any other Lesses, its employees, agents, guests, clients, customers,
licensees, invitees, or any other person; or (h) from any other cause beyond Lessor’s control nor for
interference with light or other incorporeal hereditaments by anybody, or caused by any public or quasi-
public work, or Force Majeure, unless any of the foregoing results from gross negligence or willful

misconduct of Lessor.

Section 14.02 Lessor

With respect only o obligations to be performed by Lessor under this Lease, the term “Lessor” means
only the current Lessor of the fee title to the Property or the leasehold estate under a ground lease of the
Property at the time in question. Each Lessor is obligated to perform the obligations of Lessor under this
Lease only during and with respect to the time such Lessor owns such interest or title. Any Lessor who
transfers s title or interest is relieved of all liability with respect to the obligations of Lessor under this
Lease to be performed on or after the date of transfer, except as to those obligations to have been
performed prior to the date of transfer. However, each Lessor shall deliver to its transferee all funds that
Lessee previously paid, if such funds have not yet been applied under the terms of this Lease. Within
thirty (30) days following the date of such transfer, Lessor shall notify Lessee in writing of the name,
address and telephone number (both voice and facsimile) of any such transfer; provided, however, that
Lessor’s failure to give such notice shall in no way affect Lessee’s obligations under this Lease.

Section 14.08 Limitation on Lessec’s Recourse
Lessee’s sole recourse against Lessor, and any successor to the interest of Lessor, i5 to the interest of
Lessor, and any such successor, in the Building. Lessee will not have any right to satisfy any judgment
which it may bave against Lessor, or any such successor, from any other assets of Lessor or any such
successor. In this section, the terms “Lessor” and “successor” include the respective shareholders,
venturers, partners, and members of “Lessor” and “successor” and the officers, directors, and employees
of the same. The provisions of this Section are not intended to limit Lessee’s right to seek injunctive
relief or specific performance.

ARTICLE XV. SUBORBDINATION AND ATTORNMENT
Section 15.01 Suberdination
Lessor shall have the right to subordinate this Lease to any ground lease, deed of trust or mortgage
encumbering the Property, any advances made on the security thereof, and any renewals, modifications,
consolidations, replacements or extensions thereof, whenever made or recorded. Lessee shali cooperate
with Lessor and any lender that is acquiring a lien or security interest in the Property, provided that such
lender provides Lessee with a written non-disturbance agreement on terms and conditions reasonably

acceptable to Lessee.

Section 15.02 Atfornment

Lessor shall have the right to assign any of is rights and obligations under this Lease, whereupon Lessor
shall be relieved of, and such assignee shall succeed to and be liable for, all obligations of Lessor



hereunder. If Lessor's interest in the Premises is acquired by any ground lessor, beneficiary under a deed
of trust, mortgagee or purchaser at a foreclosure sale or by deed in lieu of foreclosure, Lessee shall attorn
to the transferee of or successor to Lessor's interest in the Premises and recognize such transferee or
successor as Lessor under this Lease, provided that such transferce or successor assumes all of the
obligations of Lessor from and after the date of such transfer.

Section 15.03 Signing of Documents

Lessee shall execute, acknowledge and deliver any instruments or documents necessary or appropriate to
evidence any such attornment, subordination or agreement to do 'so within ten (10) business days after
written request. If Lessee fails to do so within such ten (10) business day period, then Lessee hereby
makes, constitutes and irrevocably appoints Lessor, or any transferee or successor of Lessor, the
attorney-in-fact of Lessee to execute, acknowledge and deliver any such instrument or document, and
Lessee shall be Hable to Lessor for all damages incurred by Lessor as a result of Lessee's failure to
execute and deliver such instruments or documents,

Section 15.04 Estoppel Certificates

Upon Lessor's written request, Lessee shall execute, acknowledge and deliver to the requesting party a
written statement certifying such representations or information with respect to Lessor or this Lease as
Lessor may reasonably request, or that any prospective purchaser of the Property or lender to Lessor may
reasonably require. Lessee shall deliver such statement to Lessor within ten (10) business days after the
request, and, in the event Lessee fails to delfiver such statement, Lessor and any third party may
conclusively presume and rely upon the following facts: (i) that the terms and provisions of this Lease
have not been changed except as otherwise represented by Lessor, (if) that this Lease has not been
canceled or terminated except as otherwise represented by Lessor, (iif) that not more than one month’s
Rent has been paid in advance, and (iv) that Lessor is not in default under this Lease. In such event,

Lessee shall be estopped from denying the truth of such matters.

ARTICLE XVI. QUIET ENJOYMENT OF PREMISES

Section 16.01 Covenant of Quiet Enjoyment

Lessee, on paying the Rent and any other amounts due hereunder and keeping and performing the
agreements and covenants herein contained, shall have the peaceful and quiet enjoyment of the Premises
for the Term hereof, subject, however, to the provisions of this Lease.

ARTICLE XVIL, ADDITIONAL PROVISIONS

Section 17.01 Successors and Assigns

Except as otherwise provided in this Lease, all of the covenants, conditions and provisions of this Lease
shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
personal representatives, successors and permitted assigns.

Section 17.02 Parties

The words “Lessor” and “Lessee” as used herein shall include the parties to the Lease, whether singular
or plural, masculine or feminine, or corporate, partnership, limited Hiability company or other entity and
their heirs, personal representatives, SUCCeSSOrs and assigns,



Section 17.03 Waivers

No covenant, term or condition hereof shall be deemed waived, except by written consent of the party
against whom the waiver is claimed, and any waiver of the breach of any covenant, term or condition
shall not be deemed to be a waiver of any preceding or succeeding breach of the same or any other
covenant, term or condition of this Lease. Acceptance by Lessor of any performance by Lessee after the
time the same shall have become due shall not constitute a waiver by Lessor of the breach or default of

any covenant, term or condition of this Lease unless otherwise expressly agreed to by Lessor in writing.

Section 17.04 Ko Memerandulm of Lease

Neither this Lease nor a memorandum or short form of this Lease shall be recorded in any public records.

Section 17.05 Entire Agreement

_ This Lease, together with_any: later written modifications and amendments thereto, shall constitute the
entire agreement between the parties with respect to the subject matter hereof and shall supersede any
prior or contemporaneous agreements or understandings, whether written or oral, which the parties, their
agents or representatives may have had relating to the subject matter hereof. No modification, alteration
or waiver of any term, condition or covenant of this Lease shall be valid unless in writing, dated and

signed by both Lessor and Lessee.
Section 17.06  Authority

Each individual executing this Lease on behalf of Lessor or Lessee represents and watrants that he or she
is duly authorized and has full right and power to execute and deliver this Lease on behalf of such party,
and that this Lease is binding upon such party in accordance with its terms. Lessee shall deliver to
Lessor, within ten (10) days after execution of this Lease, a certified copy of a resolution of the Board of
Directors of Lessee authorizing or ratifying the execution of this Lease on behalf of Lessee,

Section 17.07 Brokerage Commission

Each party hereby acknowledges, represénts and warrants to the other party that, except as otherwise
provided in this Lease, no real estate broker(s) or agent(s) was employed by it in connection with the
negotiation and execution of this Lease. Each party shall indemnify the other party against, and hold it
harmiess from, any liability for the breach of such representation and warranty on its part and shall pay any
compensation to any other broker, finder or other person who may be deemed or held entitled thersto

because of a relationship with such party.
Section 17.08 Governmental Requirements

Lessee shall, at its own expense, promptly comply with all applicable laws, codes, ordinances, rules or
regulations promulgated by any governmental authority and all requirements of any legally constituted
public anthority necessitated by reason of Lesses’s use or occupancy of the Premises (or any portion
thereof). In the event that any documentary stamp tax, sales tax or other fax levied on the rental, leasing
or letting of the Premises (excluding income taxes), whether local, state or federal, is required to be paid
due to the execution and/or recording hereof or for any other reason, the cost thereof shall be borne by

1essee.



Section 17.09 Force Majeure

If either party cannot perform any of its obligations due to acts of God, war, civil commotion, terrorist
activities, labor disputes, strikes, fire, flood or other casualty, shortages of labor or material, government
regulation or restriction, and unseasonable weather conditions, the time provided for performing such
obligations shall be extended by a period of time equal to the duration of such events; provided, however,
that the terms of this Section 17.09 shali not apply to any obligations hereunder involviag any payments
by one party to the other, including, without limitation, Lessee’s required payments of Rent hereunder.

Section 17.10 Signage Rights; Signs
(s) Subject to applicable zoning laws and sign regulations, Lessee shall have the exclusive right io
detemn fne the desiyn and placem entof, and to place, exterbr signage bearing Lessee’snam e and Irgo, if
s> destind, at the fop of the B uitling on each of four (4) stes thereof. L easee ghall additonally have the
- excligive rightio detem ine-the placem entand design of its nam e and bgo on each stm beated Iz oran
the B uiHing orotherw oz gituated on the Papparfy.

{b) Lessee shall not paint or place signs upon the windows or corridor doots of the Premises, nor
erect or place any signs that are visible from the exterior of the Building, nor place any signs upon the
outside walls or the roof of the Premises or the Building except with the express, written consent of
Lessor, which shall not be unreasonably withheld, delayed or conditioned.

Section 17.11  First Right of Negotiation for Leasing of Vacant Office Space

With respect to “Vacant Office Space” within the Building (as defined below), prior to the Lessor
leasing any such Vacant Office Space (as defined below), the Lessor and Lessee shall follow the
procedures set forth below. As used herein, the ferm “Vacant Office Space” shall mean (i) office space in
the Building that is vacant at such time the annual notice is due fo Lessee from the Lessor, and (ii) office

_ space in the Building which is under & lease that (%) is within thirty (30) days of the expiration date for such
lease and (v) has not been renewed or extended by the tenant occupying such office space.

() The Lessor shail, on or before March 31% of each calendar year, notify Lessee in writing of all
Vacant Office Space knawn to the Lessor that may be or become available in the Building through
September 30" of the following calendar year; '

() Lessee shall have ninety (90} days from its receipt of any such written notice from the Lessor to
identify to the Lessor in writing the specific Vacant Office Space that Lessee ar an Affiliate thereof
desires to lease;

(¢) Any such Vacant Office Space not subject to Jease renewal or extension rights of the current
tenant and not so identified by Lessee in writing to the Lessor as provided in Section 17.11(b) above shall
be free of the provisions of this Section 17.11, and the Lessor shall be free to market such Vacant Office
Space without any further obligations to Lessee hereunder;

(d) Lessee and the Lessor shall negotiate diligently and in good faith on a lsase of such Vacant Office
Space so identified by Lessee, at such market rental rate (inclusive of a lessee improvement allowance)
and on such other terms that the Lessor and Lessee determine;



(¢) If Lessee and the Lessor are unable fo reach agreement within one hundred eighty (180) days on
any Jease of any one of the Varant O ffice Space o Hentified in wxing by Lessee as pmwvided &1
Section 17.11 (b) above, such V acant0 ffice Space shallafier such one hundied eighty (180) day peridd be
froe of e provisbns of this Section 1711, and the Lessor shall be fee © arket such V acant O fice
Space w thoutany frtherobliyationg to Lessse herzundery and

() Notwithstanding the foregoing, Lessee acknowledges and agrees that to the extent that the then
current tenant in any of such Vacant Office Space has any renewal or extension rights under its lease of
such space, such renewal or extension rights shall be superior to the rights of Lessee hereunder to Jease

such space.

(g) The parties agree and acknowledge that Lessee shall also have a right of first negotiation with
respect to vacant office space becoming available by reason of lease termination prompted by
circumstances other than the expiration of a lease term. Lessor shall notify Lessee of any pending lease
‘termipation within fen (10) days of its receipt from or delivery to the tefiant of a notice of lease”
termination. Lessee shall have thirty (30) days thereafter to notify Lessor that it, or its assignee, desires to
lease all or a portion of the subject space. Lessee and the Lessor shall negotiate diligently and in good
faith on a Jease of the subject space so identified by Lessee, at such market rental rate (inclusive of a
lessee improvement aflowance) and on such other terms that the Lessor and Lessee determine. If Lessee
and Lessor are unable to reach agreement within sixty (60) days regarding the lease for the subject space,
such space shall after the sixty (60) day period be free of the provisions of this Section 17.11, and the
Lessor shall be free to market such space without any further obligations to Lessee hereunder.

Section 17.12 Re-Entry by Lessor

Lessee shall permit Lessor and its employees, representatives, invitees and agents, and the representatives
of any mortgagee of the Building to enter the Premises upon receiving reasonable notice (except for
emergencies, when no notice need be given), at all reasonable times, including, without limitation, normal
business hours, for the purpose of inspecting the same, showing the same to prospective purchasers,
mortgagees or tenants of the Premises and/or the Building or for the purpose of maintaining, repairing and
making such alterations or improvements to the Building, as deemed necessary by Lessor, without any
rebate of rent to Lessee for any Joss of occupation or quiet enjoyment of the Premises thereby cccasioned.
Lessor will retain a key to the Premises for such purpose.

Section 17,13 Notices _
All notices, requests and other commumications under this Lease shall be in writing and shall be either (a)
delivered in person, (b) sent by certified mail, return receipt requested, (¢) delivered by a recognized
delivery service or (d) sent by facsimile transmission and addressed as follows:

If intended for Lessor: Regional One Properties, Inc.
877 Jefferson Avenye, Suite AG69
Memphis, Tennessee 38103
Attention: J. Richard Wagers, Jr.
Email: rwagers@regionalonehealth.org
Fax No.: 901-545-6999

and



Scott Honan

Richmond Honan Development & Acquisitions
Suite 140

300 Colonial Center Parkway

Roswell, Georgia 30076

Email: scotth@richmondhonan.com

with a copy to: Regional One Properties, Inc.
877 Jefferson Avenue, Suite AG69
Memphis, Tennessee 38103
Aftention; Monica N, Wharton, Esq.
Email: mwharton@regionalonehealth.org
Fax No.: 901-545-81%4

with a copy to: Butler Snow LLP
6075 Poplar Avenue 5% Floor
Memphis, Tennessee 38119
Attention: Paula Daniel
Email: paula.daniel@butlersnow.com
Fax No.: (901) 680-7201

With a copy to: David Minkin
The Minkin Group, LLC
36 Delta Place, NE
Atlanta, Georgia 30307
Email: dminkin@theminkingroup.com

If intended for Lessee: Sheiby County Health Care Corporation
877 Jefferson Avenue, Suite AG6H9
Memphis, Tennessee 38103
Attention: J, Richard Wagers, Jr.
Email: rwagers@regionalonehealth.org
Fax No.: 901-545-6999

with a copy to: Shelby County Health Care Corporation
877 Jefferson Avenue, Suite AG69
Memphis, Tennessee 38103
Attention: Monica N. Wharton, Esq.
Email: mwherton@regionalonehealth.org
Fax No.: 901-545-8194

with a copy to: Butler Snow LLP
6075 Poplar Avenue 5" Floor



Memphis, Tennessee 38119
Attention: Paula Daniel

Eimail: paula.daniel@butlersnow.com
Fax No.: (901) 680-7201

Or at such other address, and to the attention of such other person, as the parties shall give notice as
herein provided. A notice, request and other communication shall be deemed fo be duly received if
delivered in person or by a recognized delivery service, when left at the address of the recipient and if
sent by facsimile, upon receipt by the sender of an acknowledgment or transmission report generated by
the machine from which the facsimile was sent indicating that the facsimile was sent in its entirety to the
recipient’s facsimile number; provided that if a notice, request or other communication is served or
refused by band or is received by facsimile on a day which is not a business day, or after 5:00 p.m. on any
business day at the addressee’s location, such notice or communication shall be deemed to be duly
received by the recipient af 9:00 a.m. on the first business day thereafter.

Section 17.14  Financial Reports

Lessor reserves the right to obtain within five (5) business days after wriiten request to [essee, the
following information: (a) if a corporate tenant, then () corporate financial statements of assets and
liabilities and income for the most recent annual and interim periods, certified as true and correct by an
officer of the corporation, and (ii) corporate tax retums for the most recent annual period; or (b) if an
individual tenant, then (i) a current personal financial statement in a form reasonably acceptable to
Lessor, and (ii) individual tax returns for the most recent annual period. Lessor agrees that such
information and documents will be requested only with respect to a prospective financial transaction
involving the Building or a monetary default by Lessee, will remain confidential, and will not be
disclosed or distributed by Lessor to any person or entity except in connection with any such purposes.

Section 17.15 Covenaut of Confidentiality

All terms, provisions, conditions, negotiations, cotrespondence, space plans, and other inforniation of or
pertaining to this Lease are to be kept strictly confidential, and Lessee hereby covenants that Lessee, its
agents and assigns shall not disclose the terms, provisions or conditions of this Lease to any other party
without having first obtained the written consent of Lessor. Lessee agrees that Lessor may disclose to
third parties, without notice to Lessee, the following general information regarding this Lease:
(i) Lessee's name; (ii) name and location of the Building; (iii) square footage of the Premises; (iv) length
of the Lease Term; and (v) Lessee’s Permitted Uss. '

Section 17.16 Time of fssence

Time is of the essence for this Lease.
Section 17.17 OFAC Compliance

(8) As used herein “Blocked Party” shall mean any party or nation that (a) is listed on the Specially
D esimnated Nationals aud Bbcked Persons List m amtafed by the O fHce of Formim Asset Contml,
D epartm entof the U S. Trmasury ("OFAC ") puzsuent o Esecutive O xderNo. 13224, 66 Fed. Reg. 48075
(Sept. 25, 2001} or other sin ilar requirm ents contained i1 the mules and reguktions of OFEC (te
"0 rder') or in any enablig Jegishtion or other Executive O rde in mspect thereof (the O wder and such

other mulkg, regulrtons, kgishtion, or omears aes coTlectvely callad the "0 miers") oron any other listof



térrorists or térrorist organizations maintained pursuant to any of the rules dnd regulations of OFAC or
pursuant to any other applicable Orders {such lists are collectively referred to as the “Lists™); or (b) has
been determined by competent authority to be subject to the prohibitions contained in the Orders.

(b) As a material inducement for Lessor entering info tiiis Lease, Lessee warrants and represents that
none of Lessse, any affilizte of Lessee, any partner, m em ber or sivckhoXer in Lessee or any affiliate of
Lessee, or any beneficil owner of Lesses, any affiliate of Lessee or any such pariner, mem ber or
stockhoHerof Lessse (collectively, & “Lessee O wner”): (a) is a B bcked Party; (b) is ow ned orcontrolled
by, or is acting, diectly or indiectly, fr er on behalf of, any B bdked Party; or {o)has mnstigated,
negotiated, facilifated, esrecuted or otheny ise engaged in this Lease, dirctly or inda=ctly, on bahalf of
any Blbcked Party. Lessse shall nmeditel notify Lessor If any of the fregoing wananties and
mEpresentztions becom es untue durhg the Tem .

(c) Lessee shall not: (a) transfer or permit the transfer of any interest in Lessee or any Lessee Owner
to any Blocked Party; or (b) make a Transfer t6 any Blocked Party or party who is-engaged-in-illegal-
activities.

(d If at any time during the Term (a) Lessee or any Lessee Owner becomes a Blocked Party or is
convicted, pleads nolo contendere, or is indicted, arraigned, or custodially detained on charges involving
money laundering or predicate crimes to money laundering; (b) any of the representations or warranties
set forth in this Section become unirue; or {c) Lessee breaches anmy of the covenants set forth in this
Section, the same shall constifute an Event of Default. In addition to any other remedies to which Lessor
may be entitled on account of such Event of Default, Lessor may immediately terminate this Lease and
refuse to pay any allowance or other disbursements due to Lessee under this Lease.

Section 17.18  Severability; Governing Law; Jurisdiction and Venue

The invalidity or unenforceability of any provisions of this Lease shall have no effect on the validity or
enforceability of any other provision of this Lease, or the validity or enforceability of such provision in
any other permitted context hereunder. This Lease shall be governed by and construed in accordance with the
laws of the State of Tennessee.

Section 17.19 Health Insurance Portability and Accountability Act

Lessor and Lessee hereby acknowledge and agree that under the Lease: (a) Lessee is not disclosing to
Lessor, nor otherwise providing Lessor access to, “protected health information,” as defined in the
Standards for Privacy of Individually Identifiable Health Information implementing the privacy
requirements of the Administrative Simplification subtitle of the Health Insurance Portability and
Accountability Act of 1996 (HIPAA) set forth at 45 C.F.R. Parts 160 and 164 (the “HIPAA Privacy
Standards™); and (b) Lessor is not a “business associate,” as defined in the HIPAA Privacy Standards, of
Lessee, and Lessor has no obligation to enter into, and Lessee shall not request that Lessor enter into, a

business associate contract under Section 164.504(e} of the HIPAA Privacy Standards,

Section 17.20 Counterparts

This Lease may be executed in any number of countesparts, each of that shall be deemed an original.

Section 17.21 Merger; Headings



The parties agree that this Lease is the final written understanding of their agreement with regard to this
Lease and supersedes all prior oral or written agreements or und erstandings, including, without limitation,
any prior letter(s) of intent. All headings and captions used herein are for convenience of reference and
shall be ignored in the interpretation of the provisions hereof.

Section 17.22 No Gther Representations

Lessee acknowledges that neither Lessor nor any of its employees or agents, nor any broker, agent or any
other person or entity representing or purporting to represent Lessor, has made any representation or
warranty with respect to the Premises or the Building, or with respect to the suitability of any part of the
Building for the conduct of Lessee’s business, except as otherwise expressly provided in this Lease.

Section 17.23 No Partnership or Joint Venture

Lessor shall not, by virtue of the execution of this Lease or the leasing of the Premises to Lessee, become
or be deemed to be a partner of or joint venturer with Lessee in'the conduct of Lessee’s business on the
Premises or otherwise.

Section 17.24  Lessor’s Consent

In the event Lessor fails to consent to a request of Lessee and Lessor’s failure to consent is determined by
a court of competent jurisdiction to be unreasonable, Lessee’s remedy is limited to specific performance
requiring Lessor’s consent. Lessee shall not be entitled to recover monetary damages from Lessor based
on Lessor’s failure to reasonably consent.

Section 17.25 Joint and Several Liahility

»~

All parties signing this Lease as Lessee shall be jointly and severally liable for all obligations of Lesses
under this Lease.
Section 17.26 Waiver of Trial by Jury

LESSOR AND LESSEE, TC THE FULLEST EXTENT. THAT THEY MAY LAWK ULLY DO 80,
HEREBY WAIVE TRIAL BY JURY IN ANY ACTION OR PROCEEDING BROUGHT BY ANY
PARTY TO THIS LEASE WITH RESPECT TO THIS LEASE, THE PREMISES, OR ANY
OTHER MATTER RELATED TC THIS LEASE OR THE PREMISES.

Section 17.27 Essential Term

The parties agree and acknowledge that it is an essential term of this Lease that Lessor’s Work be
completed in a timely manner and in conformity with all plans and specifications therefor, as agreed to by
Lessee. The parties further agree that it is an essential term of this Lease that all amounts of the Lessee
Improvement Allowance be available for timely completion of the Lessee Improvements.

[SEGNATURE PAGE FOLLOWS]



IN WITNESS WIHEREOF, the parties herclo have caused this instrament 10 be executed as of (he day

and year first above written.

LESSOR:

REGIONAL ONE RH MOB 1 SPE, LLC

a Delaware Jimited Hability company

By: APt e
Name: % HONAN
Title: __PRESIDIAST

LESSEL:

SIELBY COUNTY IEALTII CARE CORPORATION

a T'ennessee nonprofit corporation

By:

Name:

Title:

By:

Name:




IN WITNESS WHEREOF, the parties hereto have caused this instrument to be executed as of the day
and year first above written,

LESSOR:

REGIONAL ONE RH MOB 1 SPE, LLC

a Delaware limited liability company

By:

Name:

Title:

LESSEE:

SHELBY COUNTY HEALTH CARE CORPORATION
a Tennessee nonprofit corporation

By: -
Name: «., WA le_‘. VAY Qa/wa: m.b
Tite:  /resy lek | Coo

“ g;m//u.// I/Ua%,ﬁﬁaQ
Name: / T. /? rc.fmra/ [/Jp¢-rm_s Jn.
Title: ""'L/tg ?‘ & Fp




EXHIBIT A

PREMISES

" rentable square feet, focated in the Quince Building at 6555

The Premises shall contain
Quince Road, Memphis, Tennessee 38119.

[A sketch of the Premises (by Phase) showing its Jocation in the Building is provided below.]



EXHIBITB -

WORK LETTER
{to be completed]

Lessor and Lessee acknowledge and confirm that they shall, acting reasonably, diligently and in good
faith, agree upon the Work Letter on or before , 2014, and upon such agreement,
the Work Letter shall be attached to this Lease as Exhibit B.




EXHIBIT C
RULES AND REGULATIONS

1" The sidewalks and public portions of the Building and Common Arcas shall not be
obstructed or encumbered by Lessee or its employees, agents, inviteas, or guests nor shail they be used for
any purpose other than ingress and egress.

2. No curtains, blinds, shades, louvered openings, or screens shall be attached to or hung in,
or used in comnection with, any window or door of the Premises, without the prior written consent of
Lessor, which consent may be arbitrarily withbeld by Lessor. No aerial or antenna shall be erected on the
roof or exterior walls of the Premises or on the Building and Common Areas without the prior written

consent of Lessor, which consent may be arbitrarily withheld.

3. The plumbing fixtures shall not be used for any purpose cther than those for which they
were constructed, and no sweepings, rubbish, rags, or other substances shall be thrown in them.

4, No bicycles, motorcycles, motorized vehicles or animals of any kind (except dogs
assisting disabled persons) shall be brought on the Premises or Building and Common Areas.

5. No cooking shail be doue or permitted by Lessee on the Premises. Conventionai coffee-
makers, microwave ovens and vending machines may be installed exclusively for the use of Lessee, its
employees and guesis. Lessee shall not cause or permit any unusual or objectionable odors to be
produced on or permeate from the Premises.

8. Lessee shall not make or permit to be made any unseemly or disturbing noises or distuib
or interfere. with occupants of the Building and Common Areas or nei ghboring premises or those having
business with them.

7. Neither Lessee nor any of Lessee’s employees, agents, invitees, or guests shall at any
time bring or keep on the Premises any inflammable, combustible, or explosive substance or any chemical
substance, other than reasonable amounts of cleaning fluids and solvents required in the normal operation
of Lessee’s business, all of which shall only be used in strict compliance with all applicable
Environmental Laws.

8. Lessor shall have a valid pass key to all spaces within the Premises at all times during the
I ease Term. No additional locks or bolts of any kind shall be placed on any of the doors or windows by
i essee, nor shall any changes be made in existing locks or the mechanism of the locks, without the prior
written consent of the Lessor and unless and until a duplicate key is delivered to Lessor. Lessee must, on
the termination of its tenancy, return to Lessor ail keys to stores, offices, and toilet rooms.

g, All deliveries, remevals, or the carrying in or out of any safes, freights, furniture, or

bulky matter of any description may be accomplished only in accordance with Lessor’s approved
procedures and then only in and through approved areas, during approved hours. If any items will exceed



the designed floor load capacity of the Premises, Lessee may not install such items unless Lessoe installs
structural reinforcement, at Lessee’s expense, as directed by Lessor,

- 10. Lessee shall not create or use any advertising mentioning or exhibiting any likeness of the
Building and Common Areas without the prior written consent of Lessor.

1. Lessor reserves the right to exclude from the Building and Common Areas at all times
other than normal business hours afl persons who do not present a pass to the Building and Common
Areas on a form or card approved by Lessor.

12. The Premises shall not be used for lodging or sieeping.

13. Canvassing, soliciting, and peddling within the Building and Common Areas or i the
Common Areas is prohibited.

14. There shall not be used in any space, or in the public halls of the Building and Cemmon
Areas, either by Lessee or by jobbers or others, in the delivery or receipt of merchandise to Lessee, any
hand trucks, except those equipped with rubber tires and side guards. No hand trucks shall be used in
elevators other than those designated by Lessor as service elevators. All deliveries shall be confined to
the service areas and through the approved service entries.

15. In order to obtain meximum effectiveness of the cooling system, Lessee shall lower
and/or close venetian or vertical blinds or drapes when the sun’s reys fall directly on the exterior windows
of the Premises.

16. Lesses, its employees, agents, contractors, and invitees shall not be permitted to occupy
at any one time more than the number of parking spaces in the Parking Areas permitted in the Lease,
Usage of parking spaces shall be in common with all other tenants of the Building and Common Areas
and their employees, agents, contractors, and invitees. All parking space usage shzll be subject to anmy
reasonable rules and regulations for the safe and proper use of parking spaces that Lessor may preseribe,
Lessee’s employees, agents, contractors, and invitees shall abide by all posted roadway signs in and about
the parking facilities. Lessor shall have the right to tow or otherwise remove vehicles of Lessep and its
employees, agents, contractors, or invitees that ate improperly perked, blocking ingress or egress lanes, or
violating parking rules, at the expense of Lessee or the owner of the vehicle, or both, and without liability
to Lessor. Upon request by Lessor, Lessee shall furnish Lessor with the license numbers and descriptions
of any vehicles of Lessee, its principals, employees, agents, and contractors.

17. Parking spaces may be used for the parking of passenger vehicles only, Overnight
&= 2k 5 £ &

parking in the Parking Areas is prohibited. Lessor, ir Lessor’s sole and absolute discretion, may establish
from time to time a parking decal or pass card system, security check-in, or other reasonable mechanism
to restrict parking in the Parking Areas. All trucks and delivery vans shall be parked in designated areas
only and not parked in spaces reserved for cars, All loading and unloading of goods shall be done only at
the times, in the areas, and through the entrances designated for Ioading purposes by Lessor.



18. Lessee shall be responsible for the removal and proper disposition of all crates, oversized
trash, boxes, and other similar items other than customary trash generated by general office use.

19. fessor shail not be responsible for lost or siolen personal property, equipment, or money
occurring within the Premises or Building and Common Areas, regardless of how or when the loss

OCCHrs.

20. . Neither Lessee, nor its employees, agents, invitees, or guests, shall paint or decorate the
Premises, or mark, paint, or cut into, drive nails or screw into nor in any way deface any part of the
Premises or Building and Common Areas without the prior written consent of Lessor.

21. Lessee shall not install, operate, or maintain in the Premises or in any other area of the
Building and Common Areas, any electrical cquipment that does not bear the U/L (Underwriters
Laboratories) seal of approval, or that would overload the electrical system or any part of the system
beyond its capacity for proper, efficient, and safe operation as determined by Lessor. Lessee shall not
furnish any cooling or heating to the Premises, including the use of any electronic or gas heating devices,
without Lessor’s prior writien consent.

22, The Building and Common Areas is deemed to be a “no smoking” area and smoking is
prohibited throughout all mtesior portions of the Building and Common Areas. In the exterior Common
Areas, individuals may smoke only in designated arcas and will place all cigaretfe butts in designated

receptacles,

23. Lessee shall not allow the Premises to be occupied by more than five persons per 1,000
square feet of rentable area.

24, Lessee will take all steps necessary to prevent: inadequate ventilation, emission of .
chemical contaminants from indoor or outdoor sources, or both, or emission of biological contaminants.
Lessee will not allow any unsafe levels of chemical or biological contaminants (including volatile organic
compounds) in the Premises, and will take all steps necessary to prevent the release of contaminants from
adhesives (for example, upholstery, wallpaper, carpet, machinery, supplies, and cleaning agents).

[} . -
25. Lessce shall comply with any recycling programs for the Building and Common Areas

implemented by Lessor from time to time.

26. Lessor has the right during periods of civil unrest to close and lock the Building exterior
doors for the safety of the Building and occupants. This decision will be solely the option of Lessor, and
Lessor shall 110t be liable for amy omission or coramission in implementing this procedure,

27. Lessee shall cooperate fully with the life-safety plans of the Building established and
administered by Lessor, including participation by Lessee in exit drills, fire inspections, life-safety
orientations.
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28, Whenever these Rules and Regulations directly conflict with any of the rights or
obligations of Lessee under this Lease, this Lease shall govern. These Rules and Regulatiofis may be
reasonably modified by Lessor from time 1o time. Lessor may waive any of the Rules and Regulations, in
writing, but any such waiver shall apply only to the extent set forth in any such written waiver.



SCHEDULE 4.02
MASTER LEASE EXPENSE RECOVERY PAYMENT SCEEDULE

No, MLER Pavinent Amount MLER Pmf Date
1 " 50,000.00 March 7, 2014
2 60,416.67 April 1, 2014
3 60.416.67 May 1, 2014
4 60.416.67 June 1, 2014
5 60,416.67 July 1, 2014
6 60,416.67 - August 1,2014
7 60,416.67 September 1, 2014
8 60,416.67 Ociober 1, 2014
9 60,416.67 November 1, 2014
10 60,416.67 December 1, 2014
11 60,416.67 January 1, 2015
12 60,416.67 February 1, 2015

13 6041667 || ... Mach1,2015

14 52,083.33 April 1, 2015
15 52.083.33 May 1, 2015
16 52,083.33 June 1, 2015
17 52.083.33 July 1, 2015
i8 52,083.33 August 1, 2015
ig 52.,083.33 September 1, 2015
20 52,083.32 October 1, 2015
21 52,083.33 November 1, 2015
22 52,083.33 December 1, 2015
23 52.083.33 January 1, 2016

24 52,083.33 February 1. 2016

25 5208333 . o Mereh12016

26 38,750.00 April 1, 2016
27 38,750.00 May 1, 2016
28 38,750.00 June 1, 2016
29 38,750.00 July 1, 2016
30 38.750.00 August 1, 2016
31 38.750.00 September 1, 2016
32 38,750.00 Qctober 1, 2016
33 38,750,00 November 1. 2016
34 38,750.00 December 1, 2016
35 38,750.00 January 1, 2017




36 38,750.00 February 1, 2017
-7/ R rers e 38,750.00 e e March1,2007
38 34.583.33 April 1, 2017
39 34,583.33 May 1, 2017
40 34.,583.33 Jupe 1, 2017
41 34,583.33 July 1, 2017
42 34,583.33 August 1, 2017
43 34,583.33 September 1, 2017
44 34,583.33 Qctober 1, 2017
45 34,583.33 November 1, 2017
46 34,583.33 December 1, 2017
47 34.583.33 January 1, 2018
48 34,583.33 February 1, 2018
N 3458333 || March 12018
50 21.666.67 April 1, 2018
51 21,666.67 May 1, 2018
52 21,666.67 June 1, 2018
53 21,666.67 July 1, 2018
54 21,666.67 August 1, 2018
55 21.666.67 September 1, 2018
56 21,666.67 October 1, 2018
By 21,660.67 November 1, 2018
58 21,666.67 December 1, 2018
59 21,6606.67 January 1, 2019
60 21.666.67 February 1, 2019
61 21,666.67 March 1, 2019

$2,540,000.00




f
4

woe
i
;i

Attgchment A.6.1

OPTION TO SUBLEASE o

For and in consideration of $1.00, cash in hand paid, the receipt of which is hefeby acknowledged, and
other good and valuable consideration. Shelby County Health Care Corporation, d/b/a Regional One Health
(“ROH”) hereby bargains, sells and grants to Regional One Health Imaging, LLC (*ROI™), its successors and
assigns, the right and option to sublease up to 6,000 square feet of space for the establishment and operation of
an Outpatient Diagnostic Center (“ODC”) on the first (1% floor of 6555 Quince Road, Memphis, TN (the
“Premises”), which is a portion of the 35,000 square feet of space under lease by ROH from Regional One RH
MOB 1 SPE, LLC (the “Lease™).

The terms and conditions of the sublease to be executed by and between ROI and ROH (the “Sublease™)
shall be in accordance with the terms and conditions set forth in this option, and shall also provide for such
other terms and conditions as are contained in the Lease and subleases of the same nature and as mutually
agreed upon between the parties. In simplest terms, the term of the imitial sublease shall be eleven (11) years,
and the initial base rent amount shall be Twenty-four Dollars ($24.00) per square foot. If there is any conflict
between the provisions of this Option to Sublease and the Sublease, the provisions of the Sublease shall prevail.
ROI must provide notice to ROH of its intention to exercise this Option, as provided below.

It is anticipated that the Sublease, when executed, shall upon commencement be for the remaining initial
term of the Lease at a cost to ROI equal to the lease cost to ROH on a per square footage basis (with an initial
annual base rent of $24.00 per square foot), and such Sublease shall be executed not later than sixty (60) days
after ROI receives approval of a Certificate of Need from the Tennessee Health Services and Development
Agency for its ODC to be operated from the Premises. If ROI does not file a Certificate of Need within ninety
(90) days of execution of this Option to Sublease, this Option to Sublease shall terminate and be of no further
force and effect. If ROD's Certificate of Need application is petitioned for a Contested Case Hearing, this
Option to Lease shall continue in effect until ten (10) days following any favorable final decision on the
Contested Case Hearing. If the parties fail to reach agreement as to the terms and conditions of a Sublease
within thirty (30) days after ROI gives notice of its intent to exercise its Option to Sublease, then this Option
shall terminate and be of no further force and effect.

The provisions of this Option shall be binding upon and inure to the benefit of both parties and their
respective successors and assigns.

This Option shall be construed in accordance with and governed by the laws of the State of Tennessee.
Time is expressly declared to be.of the essence of this Option.

[Signature page follows.]



IN WITNESS WHEREOQT, the parties have signed this option on this ggﬁ" day of June, 2014,

SHELBY COUNTY HEALTH CARE CORPORATION

Pl

BY: ;—%}v’_\ .

RE*GTNM_,D,W COOPWOOD, M.D., PRESIDENT/CEO

BY: T’/@j WM;@!»G{Z”\*

J. RICHARD WAGERS, $EVP/ HIEF FINANCIAL OFFICER

e t L]

REGIONAL ONE HEALTH IMAGING, LLC

7
BY: / i,f\\ T

RE-,G’I&ALED*. COOPWOOD, M.D., PRESIDENT/CEO

-



Attachment A.6.2

June 11,2014

Shelby County Health Care Corporation
877 Jefferson Avenue

Memphis, Tennessee 38103

Attn: J. Richard Wagers, Jr.

Re: Sublease of Space, 6555 Quince Road, Memphis, Tennessee

Dear Rick:

* Section 6 of the March 7, 2014 Lease Agreement entered into by and between Regional One RH MOB 1
SPE, LLC (“Lessor”) and Shelby County Health Care C orporatmn (*Lessee™), indicates that Lessor must
approve any subléase of space by Lessee. - -

We understand that Lessee currently intends to sublease space to Regional One Imaging, LLC, a wholly
owned subsidiary and may sublease space in the future to other subsidiaties in which it holds a majority
ownership interest of 51% or greater (collectively “Controlled Subsidiaries”).

As such and as may be the case in the future, this letter grants permission of Lessor to the Lessee to
sublease space at the discretion of Lessee to any of its Controlled Subsidiaries.

Sincerely,

P
@—\/’—"

(HtiE)

Regional One RH MOB 1 SPE, LLC
6555 Quince Road

Memphis, Tenuessee 38114

Cc: Monica N. Wharton, Esq.




Attachment A13

o \-

s

i

R

ety 2

&

T

AV NI

J

m.

_

S e ok




uojFUISEAN “TOTUN
1001 “UBAIING 191498 ‘O1qajenbog 300§ QURCY BN N[O ‘UBEIO] “QOIIOA] ‘SBISA] ‘WULADIA]
IOLIBJAL ‘WOPNOTT “XOUY[ ‘UOSUYO[ “UOSISYJS[ ‘SUTMEL] “J000UR] TWOITWEH “US[qUEF] ‘APUILID
QUIRIL) TRTUIRIN) ‘UIP[RL] noxuoo ‘auroqre]J ‘el ‘[pqduue) ‘Asiprig ‘JUnofg Qospad ‘UOsIapuy

19995 218Uy,

arenan[g

ueld Sunwuod) DHN

SAURO)

228SUUD], ISVT]

TOSTIA “UOSTUBITIAN “O)AY DUABAN ‘URIIBAN ‘URINY WeA OIRPSNOLT, ‘TSUWngG
“IBMO}S YIS PIOTIIING “WOSIRQ0Y “Weiing ‘Y21 ] ‘K1ad UojieAs)) ‘@100 ‘LI1S1U0SIUOIN]
‘LINBIA] “TTRYSIEIAl ‘TOJBIA “UJOOUTT] ‘STAMOT ‘90URIme T ‘Hosyor( ‘sLarydwmy] ‘Uo)Snoy “UREOI
‘SAID) ‘SSoNUS,] “UOSYDI(T ‘qIeS[a(] ‘UOSpIAR( ‘pURITAqUUN)) 9310 ‘Ae[) “wieyresy)) woum) ‘pIoypayg

193[2G SIBHULI]

dnoinrwy

uB{{ LUnwwoy DHN

) $PUNO

228SAUNIY DIPPIAT

Kappeap ‘wodi], “Aqreyg ‘wolqQ KRNI ‘HOSIPRIA ‘@[epIapneT ‘ayeT ‘ATus[] ‘UosIopusi]
‘PoomABH ‘UIpIRH “WEWIPIRH UO0SqIN) ‘epale, ad ‘mieda Poxo0x) JI0safD) ‘[[OLIeD) ‘UojuUa(

199[0Q 2IRDHUUR],

arenon[g

el Aranuwody HHN

SOPUH Y

DISSIUURY IS 44

N e 2 e e A




_';{_Attachment B.IL.A.1

L

=y

Utilization of MRI's in the Service Area

2010 2011 2012 # Units 2012 | % Change
BMH Collierville 1,941 1,891 1.734 1 -10.66%
BMH Memphis 11,517 12,052 11,913 3 3.44%
Baptist Rehab - Germantown 1,702 1,622 1,596 I -6.23%
Baptist Rehab - Briarcrest 370 585 650 I 75.68%
Campbell Clinic - Union 64 2,290 2,155 1 3267.19%
Campbell Clinic 8,081 6,502 6,321 1 -21.78%
Delta Medical Cntr 880 1,006 787 1 -10.57%
Diagnostic Imaging 4,540 6,358 6,538 1 44.01%
LeBonheur 3,856 4,663 5,357 3 38.93%
Methodist Germantown 8,313 7,698 6,557 2 -21.12%
Methodist North 3,536 4,073 4,139 1 17.05%
Methodist South 6,359 6,058 6,092 2 -4.20%
Methodist University 9,136 9,677 9,803 3 7.30%
MSK Covington Pike 3,420 3,096 3,140 1 -8.19%
MSK Briarcrest 4,043 4,508 4,489 1 11.03%
Neurology Clinic 3,370 3,168 3,160 1 -6.23%
Outpatient Diagnostic Memph 2,389 2,207 2,214 I -7.33%
Park Ave. Diagnostic 3,857 3,080 2,681 2 -30.49%
Regional One 3,733 3,927 4,491 1 20.31%
Semmes Murphey Clinic 7,327 7,300 6,490 2 -11.42%
St. Francis 6,159 5,482 5,393 3 -12.44%
St. Francis - Bartlett 3.030 3,257 3,642 2 20.20%
St. Jude 9,467 10,031 6.241 4 -34.08%
Wesley Neurology Clinic 1.393 1,398 1,309 1 -6.03%
West Clinic, P.C. ' 1,304 1,662 1,564 1 " 19.94%
Total 109,787 113.591| 108,456 41 -1.21%

Source: HSDA, Medical Euipment, MRI - Utilizations 2010-2013



Attachment B.ILA.2

Utilization of CT's in the Service Area

2010 2011 2012| # Units 2012 |% Change
BMH Collierville 12,381 11.277 8,843 1 -28.58%
BMH Memphis 50,351] 51.644| 48,898 6 -2.89%
BMH for Women 572 622 479 1 -16.26%
BMH - Bartlett 3,081 2,151 N/A
BMH - Germantown 1,669 641 N/A
Baptist Rehab - Germantown 695 749 565 I -18.71%
Bowden, Phillip M.D. 2,093 611 659 1 -68.51%
Conrad Pearson 7466]  4,113] 3,678 1 -50.74%
Delta Medical Cntr 4,694 4,389 3,921 1 -16.47%
Diagnostic Imaging 3,217 BR59) 3,542 1 10.10%
East Memphis PET 96 N/A
Gastro One 3,198 1,563 1,571 1 -50.88%
ImagDent of Memphis 268 533 457 1 70.52%
LeBonheur 7,124 6,993 6,866 2 -3.62%
Methodist Germantown 29,484 24,728 26,486 3 -10.17%
Methodist North 30,0021 23,985 24,625 3 -17.92%
Methodist South 22,0451 17,181 16,958 2 -23.08%
Methodist University 37,673 34,418 35,418 5 -5.99%
Neurology Clinic 383 290 342 1 -10.70%
Park Ave. Diagnostic 2,195 1,374 1,188 1 -45.88%
Regional One 150,144 46,236] 42,518 3 -71.68%
Semmes Murphey Clinic 2,046 1,845 1,845 1 -9.82%
St. Francis 21.131 15,987 1,682 4 -92.04%
St. Francis - Bartlett 15,830( 13,922 15,712 2 -0.75%
St. Jude | 6,023 4,679 2,863 1 -52.47%
West Clinic 2,752 314 3,294 1 19.69%
West Clinic, P.C. 16,122] 18,464| 14,516 2 -9.96%
Total 432,735] 293.301| 266,926 46 -38.32%

Source: HSDA, Medical Euipment, Computed Tomography Scanners - Urilization 2010-2013
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L9536

JUL 1.7 2008
GE Healthcare

3200 N, Grandview 8ivd,
Waukesha, Wi 53188
Usa

Section 5 - 510{k} Summary

This 510(k! summary of safety and effectiveness information is submitted in occordonce with the requirements of 21 CFR Part 807.92(c).

Submitter: GE Healthcare
3200 N. Grandview Bivd,
Waukesha, Wi 53188

€4

Contoct Person: " Mork Stauffer

Regulatory Affairs Leader
Telephone: 262 - 521 - 6891
Fox: 262 - 521 - 6439
Email: mark.x.stauffer@ge.com
Date Prepared: 15 Moy 2009

Device Name:

Proprietary Name:  Optima MR450w
Classification Name: Magnetic Resonance Diagnostic System, 21 CFR 822.1000, 90-LNH

Predicote Device:’
GE Discovery® MR450 System (K083147)

Device Description:

The 1.5T GE Optima MR450w features a,superconducting magnet operating at 1.5 Tesla. The
dota acquisition system accommodates up to 32 independent receive channels in various
increments, and multiple independent coil elements per channel during a single acquisition
series. The system uses a combination of time-varying magnetic fields (gradients) and RF
transmissions to obtain information regarding the density and position of elements
exhibiting magnetic resonance. The system can image in the sagittal, coronal, axial, oblique
and double oblique planes, using various pulse sequences and reconstruction algorithms..
The 1.5T GE Optima MR450w is designed to conform to NEMA DICOM standards {Digital

Imaging and Communications in Medicine).

Optima MR450w 510k

General Elecinz Compony




indications for Use:

The Optima MR450w is @ whole body magnetic resonance scanner designed to support high
resolution and high signal-to-noise ratio images in short exam times, It is indicated for use
as a diagnostic imaging device to produce axial, sagittal, coronal, and oblique anatomical
images, spectroscopic data, parametric maps, , or dynamic images of the structures or
functions of the entire body. The indication for use includes, but is not limited to, head, neck,
TMJ, spine, breast, heart, abdomen, pelvis, joints, prostate, blood vessels, and
musculoskeletal regions of the body. Depending on the region of interest being imaged,
contrast agents may be used. ' ' '

The images produced by the Optima MR450w reflect the spatial distribution or molecular
environment of nuclei exhibiting magnetic resonance. These images and spectra, when
interpreted by a trained physician yield information that may assist in diagnosis.

Comparison with Predicate Devices:

The indications for use for the Optima MR450w System are similar to those for the GE
Discovery® MR450 System. :

Comparison statement between Optima MR450w and Discovery MR450 System :

The GE Optima MR450w is a new device design that is similar to the previously cleared 1.5T
HDx MR system [K052293) with the main difference being the static magnet physical
dimensions, which reflect the design objective of creating a larger diameter patient
enclosure (bore). Both systems utilize superconducting magnets, gradients, and radio
frequency coils and electronics to acquire data in single voxel, two-dimensional, or three-
dimensional datasets. The operating software is comman to both systems, as are the user
applications provided with the system or offered as options.

Summary of Studies:

As stated in the FDA document “Guidance for the Submission of Premarket Notifications for
Magnetic Resonance Diagnostic Devices” the following parameters have been measured

Optima MR450w 510k



ond documented through testing to NEMA, |EC or iSO standards (as referenced throughout
this submission and listed in Section 9:

Performance:

Signal-to-noise ratio (SNR)
Geometric distortion
Image uniformity

Slice thickness

Spatial resolution

Safety

Static field strength
Acoustic noise
dB/dt

RF heating (SAR)
Biocompatibility

The Optima MR450w has been designed to comply with applicable 1EC standards. it shall be
certified by o Nationally Recognized Testing Laboratory to conform to IEC, UL and CSA
standards prior to commercialization of the system.

Conclusion:

It is the opinion of GE that the GE Optima MR450w 1.5T system is substantially equivalent to
the Discovery MR450 1.5T system.

Optima MR450w 510k
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Y \Zé DEPARTMENT OF HEALTH & HUMAN SERVICES "3 Public Health Service

“*, Food and Drug Administration
9200 Corporate Boulevard
Rockville MD 20850

GE Medical Systems LLC

% Mr. Daniel W, Lehtonen - &

Senior Staff Engineer-Medical Devices JUL'1 7 2003
Intertek Testing Services NA, Inc.

2307 E. Aurora Rd., Unit B7

TWINSBURG OH 44087

-Re: K091536 .
Trade/Device Name: Optima MR 45 Ow
Regulation Number: 21 CFR 852.1000 -
Regulation Name: Magnetic resonance diagnostic dev1ce
Regulatory Class: 1T
Product Code: LNH
Dated: July 2, 2009
Received: July 6, 2009

Dear Mr. Lehtonen:

We have reviewed your Section 510(k) premarket notification of intent to market the device
referenced above and have determined the device is substantially equivalent (for the indications
for use stated in the enclosure) to legally marketed predicate devices marketed in interstate
commerce prior to May 28, 1976, the enactment date of the Medical Device Amendments, or to
devices that have been reclassified in accordance with the provisions of the Federal Food, Drug;
and Cosmetic Act (Act) that do not require approval of a premarket approval application (PMA).
You may, thérefore, market the device, subject to the general controls provisions of the Act. The
general controls provisions of the Act include requirements for annual registration, listing of
devices, good manufacturing practice, labehng arid prohibitions against misbranding and
adulteration.

If your device is classified (see above) into either class II (Special Controls) or class III (FMA),
it may be subject to additional controls. Existing major regulations affecting your device can be
found in the Code of Federal Regulations, Title 21, Parts 800 to 898." In addition, FDA may
publish further announcements concerning your device in the Federal Register.

Please be advised that FDA’s issuance of a substantial equivalence détermination does not mean
that FDA has made a determination that your device complies with other rcqulrements of the Act
or any Federal statutes and regulations administered by other Federal agencies, You must
comply with all the Act’s requirements, including, but not limited to: registration and listing

(21 CFR Part 807); labeling (21 CFR Part 801); medical device reportmg (reporting of medical



Page 2

device-related adverse events) (21 CFR 803); good manufacturing practice requirements as set
forth in the quality systems (QS) regulation (21 CFR Part 820); and if applicable, the electronic
product radiation control provisions (Sections 531-542 of the Act); 21 CFR 1000-1050.

If you desire specific advice for your device on our labeling regulation (21 CFR Part 801), please
goto http://www.fda.gov/AboutFDA/CentersOffices/ CORH/CDRHOffices/ucm 11 5809.htm for
the Center for Devices and Radiological Health’s (CDRH’s) Office of Compliance. Also, please
note the regulation entitled, "Misbranding by reference to premarket notification” (21CFR Part
807.97). For questions regarding the reporting of adverse events under the MDR regulation (21
CFR Part 803), please go to hitp://www.fda.gov/cdrh/mdr/ for the CDRH’s Office of
Surveillance and Biometrics/Division of Postmarket Surveillance.

You may obtain other general information on your responsibilities under the Act from the
Division of Small Manufacturers, International and Consumer Assistance at-its toll-free number
(800) 638-2041 or (240) 276-3150 or at its Internet address )
hitp://www.fda.gov/cdrh/industry/sepport/index.html.

ing Direc¢tdr, Division of Reproductive,
Abdominal, and Radiological Devices -
Office of Device Evaluation

Center for Devices and Radiological Health

Enclosure



Indications for Use

510(k] Nurnber [if knownl: K07/53(

Device Name: Optima MR450w

Indications for Use:

The Optima MR450w is a whole body magnetic resonance scanner designed
to support high resolution and high signal-to-noise ratic images in short
exarn times. It is.indicated for use as a diagnostic imaging device to produce
axial, sagittal, coronal, and oblique anatomical images, spectroscopic data,
parametric maps, or dynamic images of the structures or functions of the
entire body. The indication for use includes, but is not limited to, head, neck,
TMJ, spine, breast, heart, abdomen, pelvis, joints, prostate, blood vessels, and
musculoskeletal regions of the body. Depending on the region of interest
being imaged, contrast agents may be used.

The images produced by the Optima MR450w reflect the spatial distribution or
molecular erivironment of nuclei exhibiting magnetic resonance. These
images and spectra, when interpreted by ¢ trained physician yield information
that may assist in diagnosis.

Pres-cription Use X AND/OR  Over-the-Counter Use
(21 CFR 801 SubpartD} : (21 CFR 807 Subpart C)

(PLEASE DO NOT WRITE BELOW THIS LINE - CONTINUE ON ANOTHER PAGE F NEEDED)

Concurrence of CORH, Office of Device Evaluation {ODE)

(Divisiod Sign-0tf) &
Division of Reproductive, Abdominal atid
Radiological Devices

510(K) Number K59/ 53 (o

Section 4 - Indications Optima MR450w 510k
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June 12, 2014

Dr. Jeff Landman
Regional One Health
6555 Quince Road
Memphis, TN 38119

Dear Dr. Landman:

GE Healthcare Flnan01a| Services, a component of General Electric Capital Corporation ("GEHFS") is pleased to submit the
following proposal;

Contract Description: True lease of equipment.
Lessor: General Electric Capital Corporation, or 6ne or more of its affiliates and/or assigns.
Lessee: Regional One Health
Equipment Describtion: GE Healthcare Diagnostic Imaging Equipment '
Equipment Cost: $2,115,948.79
Term and Rental : Monthty
Payment Amount; Prodyct Price JLenm, Pavment
Optima MR 450w $1,069,686.95 84 $13,100.00
Goldseal Brightspeed Elite 16 $306,350.99 60 $5,000.00
Senographe Care $280,910.85 60 $4,500.00
Goldseal Precision 500D $315,000.00 60 $5,100.00
Logiq E9 $144,000.00 36 $3,600.00

Lease Rate on

Equipment Cost: Note: The lease rate and rental payment amounts have been calculated based on the Swap Rate (as
defined below) and an assumption that, at the time of funding, the Swap Rate will be 1.80%. GEHFS
reserves the right to adjust the lease rate and rental payment amounts if this is not the case, and/or if
the lease commences after December 31, 2014, and/or for other changes in market conditions as
determined by GEHFS in its sole discretion. As used herein, “Swap Rate” means the interest rate for
swaps that most closely approximates the initial term of the lease as published by the Federal
Reserve Board in the Federal Reserve Statistical Release H.15 entitled "Selected Interest Rates”
currently available online at http://www.federalreserve.gov/releases/h15/update/ or such other
nationally recognized reporting source or publication as GEHFS may specify.

End of Lease Options: Lessee shall, at its option, either purchase all (but not less than all) of the Equipment for its then fair
* market value, plus applicable taxes or return'the Equipment to GEHFS.

Advance Rent: $0.00 due with signed contract. In no event shall any advance rent or advance charge or any other
rent payments be refunded to Lessee. The Advance Rental will be applied as described in the lease.

Documentation Fee: A documentation fee of $Waived will be charged to Lessee to cover document preparation, document
transmittal, credit write-ups, lien searches and lien filing fees. The documentation fee is due upon
Lessee's acceptance of this proposal and is non-refundable. This fee is based on execution of our
standard documents substantially in the form submitted by us. In the event significant revisions are
made to our documents at your request or at the request of your legal counse! or your landlord or
mortgagee or their counsel, the documentation fee will be adjusted accordingly to cover our additional

costs and expenses.

Interim Rent: If the lease commencement date is not the 1% or 15" of any calendar month (a "Payment Date"),
interim rent may be assessed for the period between the lease commencement date and the Payment
Date.
Required Credit 1. Two years fiscal year end audited/un-audited financial statements and comparatlve interim
information: statements; or tax returns and business plan.

2. Such additional information as may be required.



Proposal Expiration: This proposal and all of its terms shall expire on July 12, 2014 if GEHFS has not received Lessee's
signed acceptance hereof by such date. Subject to the preceding sentence, this proposal and all of its
terms shall expire on September 30, 2014 if the lease has not commenced by such date.

The summary of proposed terms and conditions set forth in this proposal is not intended to be all-inclusive. Any terms and conditions
that are not specifically addressed herein would be subject to future negotiations. Moreover, by signing the proposal, the parties
acknowledge that: (i) this proposal is not a binding commitment on the part of any person to provide or arrange for financing on the
terms and conditions set forth herein or otherwise; (i) any such commitment oh the part of GEHFS would be in a separate written
instrument signed by GEHFS following satisfactory completion of GEHFS' due diligence, internal review and approval process (which
approvals have not yet been sought or obtained); (iii) this proposal supersedes any and all discussions and understandings, written or
oral between or among GEHFS and any other person as to the subject matter hereof; and (iv) GEHFS may, at any level of its approval
process, decline any further consideration of the proposed financing and terminate its credit review process. Lessee hereby
acknowledges and agrees that GEHFS reserves the right to syndicate (via a referral, an assignment or a participation) all or a portion of
the proposed transaction to one or more banks, leasing or finance companies or financial institutions (a "Financing Party"). Inthe event
GEHFS elects to so syndicate all or a portion of the proposed transaction (whether before or after any credit approval of the proposed
transaction by GEHFS) and is unable to effect such syndication cn terms satisfactory to Lessee and/or GEHFS, GEHFS may, in its
discretion, decline to enter into, and/or decline any further consideration of, the proposed financing. Lessee hereby further
acknowledges and agrees that, in connection with any such syndication, GEHFS may make available to one or more Financing Parties
any and all information provided by or on behalf of Lessee to GEHFS (including, without limitation, any third party credit report(s)

provided to or obtained by GEHFS).
Except as required by law, neither this propesal nor its contents will be disclosed publicly or privately except to those individuals who

are your officers, employees or advisors who have a need to know as a result of being involved in the proposed transaction and then
only on the condition that such matters may not be further disclosed. Nothing herein is to be construed as constituting tax, accounting
or legal advice by GEHFS to any person.

You hereby authorize GEHFS. fo file in any jurisdiction as GEHFS deems necessary any initial Uniform Commercial Code financing
statements that identify the Equipment or any other assets subject to the proposed financing described herein. If for any reason the
proposed transaction is not approved, upon your satisfaction in full of all obligations to GEHFS, GEHFS will cause the termination of
such financing statements. You acknowledge and agree that the execution of this proposal and the filing by GEHFS of such financing
statements in no way obligates GEHFS to provide the financing described herein. By signing below, you hereby consent to and
authorize GEHFS to perform all background, credit, judgment, lien and other checks and searches as GEHFS deems appropriate in its

sole credit judgment.
We look forward to your early review and response. If there are any questions, we would appreciate the opportunity to discuss this
proposal in more detail at your earliest convenience. Please do not hesitate to contact me directly at 615-854-3687.

Sincerely yours,

Don Diffendorf

Donald Diffendorf

Vice President

GE Healthcare Financial Services,

a component of General Electric Capital Corporation

Acknowledged and Accepted:

(Legal Name)

By:

Title:

Date:

Fed. ID #:
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Shelby County Quicktacts trom the Us Census Bureau ) Page 1 o2
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Stale & County QuickFacts

Shelby County, Tennessee

Shelby
People QuickFacts County Tennessee
Populalion, 2011 eslimate 935,088 6,403,353
Populanon 2010 ( April 1] estlmates base ) 92;1',644 6,346,110
'Popﬁlalxon percenl change Aprll 1, 2010 to July 1, 2011 0.8% 09%
Population, 2010 927,644 6,346,105
Pb?sons under 5 Qears, percent, 2011 7.2% 6.3%
Persong under 18 years, percent, 2011 26.1% 23.3%
Persons 65 years and over, percent, 2011 10.4% 13.7%
Fernale persons, percenl, 2011 52.3% 51.3%
While persons, percent, 2011 (a) 43.6% 79.5%
Black persons, perceﬁl,- 2011 (a) 52.3% 16.9%
American Indian and Alaska Native persons, percent, 2011
(E) o 0.4% 0.4% .
A ian'persons ' 011 () 24% 1.5% !
Native Hawailan and Olher Paciiic Islander persons,
percent, 2011 {a) 0.1% 0.1%
Persons reportir;g wo or more races, percent, 2011 1.3% 1.6%
Persons of Hispanic or Lalino Origin, percent, 2011 (b) 5,8% 4.7%
While persons rot Hispanic, percent, 2011 38.6% 75.4%
Living In same house 1 year & over, 2006-2010 81.6% 83.8%
Ft_)reign born persons, percent, 2006-2010 6.0% 4.4%
Language other than English spoken at home, pet age 5+,
/2008-2010 8.5% 6.2%
ngh schb_ol.grad-l]a-té; percen. of persons age 25+ 2006 T o
2010 | sA%%  B28%
" Bachelors deE]Fgé_or hlgher pcl of persons age '75+ 2006-
2010 , - 27.8%  227%
Velerans, 2006-2010 ) ) 62,302 505,746
Mean travel time to work (minutes), workers age 16+, 2006
-2010 22.4 23.9
Housing unlts, 2010 ) 308274 2,812,133
h)-iSr}eownershlp rale 2006-2010 61.7% 69.6%
Housing units in multi-unit structures, percent, 2008-2010 27.6% 18.1%
Median value of owner-occupied housing unlts, 2006-2010 $135,300  $134,100
Households, 2006-2010 340443 2,443,475
Persons per household, 2006-2010 2.65 248
“Perc cap|la monn); ln_ébfr_\é in -pa_s-i_Té months (2010 dollars)
2006-2010 $25002  $23,722
“Median household income 20062010 T gaa705  $43314
Persons below poverty level, percenl, 2006-2010 19.7% 16.5%
- - Shelby
Business QuickFacis - County Tennessee
Private nonfarm establishments, 2009 20262 132,901
Private nonlarm empioymeni, 2009 428,357 2,317,988"
Private nonfarm employmenl, percent change 2000-2009 -10.3% 3,0%"
Nonemployer establishmenls, 2009 70282 448,516
Total number of firms, 2007 76,350 545,348
Black-ownad firms, percent, 2007 30.9% 8.4%
American Indian- and Alaska Native-owned firms, percent, T .
2007 0.3% 0.5%
Asian-owned firms, pe_rcenl, 2007 B 3,4%_ 2.0%
Native Hawaiian and Other Pacific |slander-ownad firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 1.7% 1.6%
Women-owned firms, percent, 2007 30.8% 25.9%
"Manufaclarers shipments, 2007 (§1007) 17,960,681 140,447,760

http:// quickfacrs.census.gé)\;/qfd/states/47/47 157.html 2 8/1/2012



Shelby County QuickFacts from the US Census Bureau Page 2 0f2

Merchant wholesaler sales, 2007 ($1000) 29,636,012 80,116,528
Retail sales, 2007 {$1000) 11,932,863 77,547,291
Retail szles per capita, 2007 $12,971 $12,563
Accommodalion and lood services sales, 2007 {($1000) 1,787,954 10,626,759
Buitding permits, 2011 1,400 14,977
Federal spending, 2010 10,393,200 68,865,540"
Shelby

Geography QuickFacls County Tennessee
Land area in square miles, 2010 763.17 41,234.90
Persons per square mAIe 2010 1,218.5 153.9
FIPS Code 157 47
Metropolitan or Micropolitan Statistical Area Memphis,

TN-MS-AR

Metlro Area

1: Includes data nal disiribuled by county.

{a) Includes persans reporiing only one race.
{b) Hispanics may be of any race, so also are included in applicable raca ca!egoues

D: Supps 1o avold eof i n
F: Fewer than 100 firms

FN: Foolnote on this llem for |his Brea in place of data

NA: Not available

8: Suppressed; does nol meel publicalion standards

X: Not applicable =
Z: Value grealer-than zero bul loss-than hall.unll.of méasure shown - - - & i
Solrea U.S. Gensus Suronu; Slate and Counly QuickFacls, Data derived from Populali i lcan Ci Survey,

Census of Papulalien and Housing, Slale and County Housing Unil Counly Busi Patlerns, b loy

Euonomic Cenrsus. Survey af Business Owners, Building Permits, Consolidaled Federal Funds Reporl
Lasl Revised: Thursday, 07-Jun-2012 13:40:15 EDT

http://quickfacts.census.gov/qfd/states/47/471 57.Et1nl ' 8/1/2012
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State & County QuickFacts (s -

Tennessee
People QuickFacts Tennessée USA
Populatlon 2011 estimats 6,403,353 311,591,917
Population, 2010 6,346,1@5 308,745,538
Population, percent change, 2000 o 2010 11.5% 9.7%
Population, 2000 5,660,283 281,421,908
Persans under 5 yesrs, percent, 2010 _ 6.4% 6.5%
Persons under 18 years, percent, 2010 23.6% 24.0%
Persans 65 years and over, percent, 2010 13.4% 13.0%
Female persons, percent, 2010 51.3% 50.8%
White persons, percent, 2010 (a) k 77.6% 72.4% . '
Black persons, percent 2010 {a) 16.7% 12.8%
American Indian and Alaska Native persons, percent 2010 o
(a) 0.3% 0.9%
Asian persons, percent, 2010 (a) .1 4% 4-.8%
Nalive Hawaiian and Other Pacific Islander, percent, 2010
{a) 0.1% 0.2%
' bérsons reporting two or mare races, percent, 2010 1:7% 2.9%
Persons of Hrspanlc or Latino orrgln percent 2010 b ) 4.6% 16.3%
Whrte persons not H|span|c percent, 2010 _:/'5_6% - 683.7%
Lrvmg in same houss ‘1 year & over, 2006- 2010 B3.8% 84 2%
r-orelgn born persons percent 2006-2010 - 4.4% . 12. 7%.
Language other than Englrsh spoken at home pct age 5+, -
2006-2010 6.2% 20.1%
- Hrgh school graduates percent of persons age 25+ 2006-
2010 82.5% 85.0%:
Bachelor's degree or higher, pct of persons age 25+, 2006-
2010 22.7% 27.9%
Veterans, 2006-2010 505,746 22,652,496
Mean travel time to work (minutes), workers age 16+, 2006
-2010 23.9 252
Housing units, 201¢ 2,812,133 131,704,730
Homeownership rate, 2006-2010 ' 69.6%  66.6%
Housing units in multi-unit structures, percent, 2008-2010 ’ 18.1% 25.9%
Median value of owner-occupied housing units, 2006-2010 $134,100  $188,400
Households, 2006-2010 2,443,475 114,235,996
Persons per household, 2008-2010 2.49 2.59
Per capita money income in past 12 months (2010 dollars)
2006-2010 $23,722 $27,334
Median household income 2006-2010 $43,314 $51,914
Persons helow poverty Ievel percent 2006 201 0 - ‘iﬁ.S% . 13:,80/0
Business QuickFacts Tennessee USA
Private nonfarm establishments, 2009 132,901" 7 433,485
Private nonfarm employment, 2009 2317986 114,509,626

http://duickfactsrcensus. gov/qfd/states/47000.html . 6/20/2012



‘l'ennessee Quicklacts from the Us Census Bureau rage Zor 2
Private nonfarm employment, percent change 2000-
2009 -3.0%" 0.4%
Nonempioyer establishments, 2009 448,516 21,090,761
Total number of firms, 2007 545,348 27,022,908
Black-owned firms, percent, 2007 8.4% 7.1%
American Indian- and Alaska Native-owned firms,
percent, 2007 0.5% 0.9%
Asian-owned firms, percent, 2007 2.0% 5.7%
Native Hawaiian and Other Pacific Islander-owned firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 1.6% 8.3%
Women-owned firms, percent, 2007. 25.9% 28.8%
Manufacturers shipments, 2007 (§1000) 140,447,760 5,338,306,501
Merchant wholesaler sales, 2007 ($1000) 80,116,528 4,174,286,516
Retail sales, 2007 ($1000) 77,547,291 3,917,663,456
Retail sales per capita, 2007 $12,563 $12,990
Accommodation and.food services sales, 2007 ($1000). 40,626,759 - 613,795,732 X
Building permits, 2010 16,475 60_4,_@10
Federal spending, 2008 65,525,3061 3,175,336,050?
Geography QuickFacts Tennessee USA
Land area in square miles, 2010 41,234.90 3,531,905.43
Persons per square mile, 2010 153.9 87.4
FIPS Code 47
1: Includes data not distribuied by county.
2: Includes data not distributed by slate.
Population estimates for caunties will be available in April, 2012 end for cilies in June, 2012,
(a) Inciudes persons reporting only one race.
(b) Hispanics may be of any race, so also are included In applicable race categories.
D: Suppressed 1o avoid disclosure of confidential information
F: Fewer than 100 firms '
FN: Foolnole on this Item for this area in place of data
NA: Not avallable
S: Suppressed; does not mest publication standards
X: Not applicable '
2: Value greater Ihan zero but less than half unit of measure shown
Sauree 1.5, Census Bureals State and County QuickFacts. Data derived from Population Estimales, American Community Survey,
Census of Populalion and Housing, State and County Housing Unlt Estimates, County Business Patierns, Nonemployer Statistics,
Economic Census, Survey of Business Owners, Bullding Permils, Consolidated Federal Funds Report R
Last Revised: Tuesday, 17-Jan-2012 16:41:36 EST
http://quickfacts.census,gov/qfd/states/47000.html 6/20/2012
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Find Shortage Areas: HPSA by State & County

Shorlage Crlteria:
Designation State: Tennessea Z I
chnlj’-, Cotinty: Shelby Counly alsclp_lmr. Primary Medical Care
Eind ' 0 Al Slftrtfl;' Designated
Find Date of Last Updala: All Dales vpe: A" o
Shortage HPSA Score (lawer limit): 0 )
A, o Results: 113 records found.
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MUA/P by [ TSR Hanis PO U | Tis T 71 [ #6hal | Baom
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C.T, 0038.00 Cansus Tracl
C.T. 0039 0D Census Tract
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APM

American Program Management Attachment C.EF.1

June 12,2014

J. Richard Wagers, Jr.
Regional One Health Imaging, LLC
877 Jefferson Avenue
Memphis, TN 38103

Dear Mr. Wagers;-

As Project Manager for the Regional One Health Imaging, LLC build-out at Kirby Center in
Memphis, I have reviewed the construction costs for this project, and believe that in addition to
the tenant build out allowance that-is paid by the developer, $249,000 is a sufficient estimate to
complete this project. Further, this estimate has been prepared taking into account that the
project will be completed to provide a physical environment compliant with all applicable
federal, state and local construction codes, standards, specifications, and requirements, and the
physical environment will conform to applicable federal standards, manufacturer’s specifications
and licensing agencies’ requirements including the 2010 AIA Guidelines for Design and
Construction of Health Care Facilities.

Sincerely,

'%;;u’m, Al éﬁ@'ﬂﬁ‘ %,
Warren N. Goodwin, FAIA
President & CEO

C_c: Graham Baker

%, 103 Continental Piace, Suite 100
; & Brentwood, TN 37027

7 www.apmproject.com

Certified Veteran Owned Small Business




jféé.ttachment C.EF.2

Regional One Health

June 11, 2014

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

Re:  Regional One Health Imaging, LLC, owned by
Shelby County Health Care Corporation, d/b/a, Regional One Health

Mrs. Hill,

I am the Chief Financial Officer for Shelby County Health Care Corporation. OQur latest
financials, submitted with our Certificate of Need application, show that we have sufficient
cash reserves to fund the $817,350 indicated cash portion of the project (plus working
capital required to absorb start-up losses). While the project totals over $5.3 million, the
balance of the project cost includes eleven years of facility rent and leasing/maintenance

costs for medical equipment.

This 1s to notify you that our cash reserves are both available and dedicated to this project.

Please contact me if you have any questions.

Sincerely,
A S P . e
b rf,,:-,-'f’u_‘fﬂ_a;% Z’\I/)a‘;" £ o }_v
o

J. Ri.)chard Wagers, Jr.
Senior Executive Vice President & CFO




Attachment C.EF.10

SHELBY COUNTY HEALTH CARE CORPORATION
" (A Component Unit of Shelby County, Tennessee). -

Basic Financial Statements and Schedules
June 30, 2013 and 2012
(With Independent Auditors’ Report Thereon)
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(A Component Unit of Shelby County, Tennessee)

Table of Contents

Page(s)
Independent Auditors’ Report- 1-2
Basic Financial Statements:
Statements of Net Position — June 30, 2013 and 2012 3
Sta‘tem"e"nt‘s"p'f'ke'venues,—Expenses:and-e-hangés in Net-Position—Years ended--—--—--womme e - B
June 30, 2013 and 2012 4
. Statemerits of Cash Flows — Years ended June 30, 2013 and 2012 5-6
Notes to Basic Financial Statements 7-131
Schedulé 1 — Combining Scheduie — Statemeﬁts of Net Position — June 30, 2013 32
Schedule 2 — Combining Schedule — Statement of Revenues, Expenses, and Changes in Net
Position — Year ended June 30, 2013 33
34

Schedule 3 — Roster of Management Officials and Board Members (Unaudited)



KPMG LLP

Suite 900

50 North Front Street
Memphis, TN 38103-1194

Independent Auditors’ Report

The Board of Directors
Shelby County Health Care Corporation:

Report on the Financial Statements

We have audited the @QQQ.I.Ilpal.ly_ing. statements of net position and.statements 'of revehues, expenses; and - -

changes in net position and cash flows of Shelby County Health Care Corporation, a component unit of
Shelby County, Tennessee (d/b/a The Regional Medical Center at Memphis — The Med) as of and for the
years ended June 30, 2013 and 2012, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S, generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit, We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounits and disclosures i the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statéments, whether due fo fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion 6a the effectiveness of the entity’s internal
control. Accordingly, we express 1o such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective net position of Shelby County Health Care Corporation as of June 30, 2013 and 2012, and the
respective changes in net position and cash flows for the years then ended, in accordance with
U.S. generally accepted accounting principles.

KPMG LLP Is 2 Delaware limiled liabllly partnership,
the U.S. member fitn of KPMG Inlemnational Coaperalive
{'KPMG Intemalional’), a Swiss enfity.
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Other Matters
11

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise The Med’s basic financial statements. The supplementary information included in Schedule 1, 2,
and 3 is presented for the purpose of additional analysis and is not a required part of the basic financjal
statements. Such information is the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. The
information, except for the portion marked “unaudited,” on which we express no opinion, has been
subjected to the auditing procedures apphed in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
Trespects in relation to the basic financial statements asa whole, . .. . _

Management has omitted management’s discussion and analysis that accounting prmclples generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financjal
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinion on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 18;
2013 on our consideration of The Med’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other maiters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering The Med’s internal control over financial reporting
and compliance.

P LP

Memphis, Tennessee
October 18, 2013 ‘



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Net Position
June 30, 2013 and 2012

Assets

Assets:
Cash and cash equivalents
Investments

Patient accounts receivable, net of allowances for uncollectible
accounts of $102,548,000 in 2013 and $119,208,000 in 2012

Other receivables
Other current assets
Restricted investments -

_ Capital assets, net
Total assets
Liabilities and Net Position
Liabilities:
Accounts payable
Accrued expenses and other current liabilities

Accrued professional and general liability costs
Net postemployment benefit obligation

Total liabilities

Net position:
Net investment in capital assets
Restricted for:
Capital assets
Indigent care
Unrestricted.
Total net position
Commitments and contingencies

Total ljabilities and net position

See accompanying notes to basic finahcial statements.

(5]

$

2013 2012
15,471,067 18,647,650
121,197,478 122,945,621
45,906,287 50,147,138
9,870,264 8;543,744
4,974,546 4,306,744
3,720,087 - 3,323,723
87,769,941 63,111,622
288,909,670 271,026,242
12,042,438 9,658,526
27,518,945 27,159,845
5,200,000 6,018,000
912,000 912,000
45,673,383 43,748,371
87,769,941 63,111,622
2,897,689 2,572,798
822,398 750,925
151,746,259 160,842,526
243,236,287 227,277,871
288,909,670 271,026,242




SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2013 and 2012

2013 2012
Operating revenues: - ) .
Net patient service revenue (including additional incremental
reimbursement from various state agencies for participation
in TennCare/Medicaid programs of approximately
$72,928,000 in 2013 and $80,997,000 in 2012} $§ 303,785,730 325,541,073
Other revenue 17,299,369 10,225,345
Total operating revenues ' ) 321,085,099 335,766,418
Operating expenses:
Salaries and benefits }50,862,502 146,617,414
Supplies and services 70,047,247 67,116,810
Physician and professional fees 27,904,579 25,813,984
Purchased medical services 23,827,404 22,226,761
Plant operations 12,348,849 13,171,232
Insurance 2,011,533 2,820,277
Administrative and general 31,961,705 22,734,934
Community services 632,390 1,380,063
Depreciation and amortization 13,000,644 11,391,621
Total operating expenses 332,596,853 313,273,096
Operating (loss) gain (11,511,754) 22,493,322
Nonoperating revenues:
Investment income 347,504 1,423,480
Appropriations from Shelby County 26,816,001 26,816,511
Other 306,665 2,662
Total nonoperating revenues 27,470,170 28,242,653
Increase in net position 15,958,416 50,735,975
Net position, beginning of year 227,277,871 176,541,896
§ 243236287 227,277,871

Net position, end of year

See accompanying notes to basic financial statements.



SEELBY COUNTY BEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows

Years ended June 30, 2013 and 2012

Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors
Other cash receipts
Payments to suppliers
Payments to employees and related beneﬁts

Net cash provided by operating activities

_ Cash flows from noncapital financing activity:
" Appropriations received ffofn Shelby County ™

Net cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Capital expenditures '
Proceeds from sale of capital assets

Net cash used in capital and related financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Distributions received from joint venture
Investment income proceeds

Net cash provided by (used in) investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

2013 2012
307,747,888 304,745,173
16,361,590 10,172,165
(166,237,587) (156,711,192)
(152.211,460)  (143,356,032)
5,660,431 14,850,114
- 26:816,0017 " 26,816,511
26,816,001 26,816,511 -
(37,669,963) (20,703,680)
40,600 18,637
(37.629.363) (20,685,043)
(236,280,471)  (152,418,086)
240,307,747 101,347,058
277,065 ==
(2,327,993) 1,919,634
1,976,348 (49,151,394)
(3,176,583) (28,169,812)
18,647,650 46.817,462
15,471,067 18,647,650

(Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Staternents of Cash Flows

Years ended June 30, 2013 and 2012

Reconciliation of operating (loss) gain to net cash provi ded by
operating activities: :
' $

Operating (Joss) gain
Adjustment to reconcile operating (loss) gain to net cash
provided by operating activities:
Depreciation and ameortization
Changes in operating assets and liabilities:
Patienits accounts receivable, net
Otber receivables
Other current assets

Accounts payable .
Accrued expenses and other current liabilities
Accrued professional and general liability costs

Net cash provided by operating activities $

Slipplementél schedule of noncash investing and financing activities:
Net decrease in the fair value of investments
Gain on capital asset disposals

See accompanying notes to basic financial statements,

2013 2012
(11,511,754) 22,493,322
13,000,644 - 11,391,621
4,240,851 (20,747,895)

(1,326;520) -~ -~ (156,760)
(667,802) (520,021)
2,383,912 2,806,081
359,100 65,766
(818,000) (482,000)
5,660,431 14,850,114
2,674,511 486,477
29,600 2,662
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Organization and Summary of Significant Accounting Policies

Shelby County Health Care Corporation (d/b/a The Regional Medical Center at Memphis — The Med) was
incorporated on June 15, 1981, with the approval of the Board of County Commissioners of Shelby
County, Tennessee (the County). The Med is a broad continuum healthcare provider that operates facilities
owned by the County under a long-term lease. The lease arrangement effectively provided for the transfer
of title associated with operating fixed assets and the long-term lease (for a nominal amount) of related real
property. The lease expires in2031.

The Med is a component unit of the County as defined by Governmental Accounting Standards Board
(GASB) Statement No. 61, The Financial Reporting Entiry. Omnibus — an amendment of GASB Statement
No. 14 and No. 34 The Med’s component unit relationship to the County is principally due to financial
accountability and financial benefit or burden as defined in GASB Statement No. 61. The Med is operated
by a 13-member board of directors, all of whom are appointed by the Mayor of the County and approved

by the County Commission.

The Regional Medical Center at Memphis Foundation (The Med Foundation) is a component unit of The
Med principally due to The Med’s financial accountability and financial benefit or burden for The Med
Foundation as defined in GASB Statement No. 61. The Med Foundation is operated by a board of
directors, all of whom are appointed by The Med’s board. The Med Foundation is a blended component
unit of The Med because it provides services entirely to The Med. The Med Foundation issues separate
audited financial statements, which can be obtained by writing to The Regional Medical Center
Foundation, 877 Jefferson Avenue, Memphis, Tennessee 38103 or by calling 901-545-7482,

GASB Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis ~ for
State and Local Governments, requires a management’s discussion and analysis (MD&A) section
providing an analysis of The Med’s overall financial position and results of operations; however, The Med
has chosen to omit the MD&A from these accompanying financial statements.

The significant accounting policies used by The Med in preparing and presenting its financial statements
follow: -

(¢}  Presentation
The financial statements include the accounts of The Med. All material intercompany accounts and
transactions bave been eliminated.

(b) Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues, and expenses, as well as disclosure of contingent assets and liabilities.
Actual results could differ from those estimates.

Significant items subject to estimates and assumptions include the determination of the allowances
for contractual adjustments and uncollectible accounts, reserves for professional and general liability

1
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

claims, reserves for employee healthcare claims, net postretirement benefit cost and obligation, and
estimated third-party payor settlements. :
In addition, laws and regulations governing the Medicare, TennCare, and Medicaid programs are

extremely complex and subject to interpretation. As a result, there is at least a reasonable possibility
that recorded estimates related to these programs will change by a material amount in the near term.

Enterprise Fund Accounting :
The Med’s financial statements are prepared using the economic resources measurement focus and
accrual basis of accounting.

Cash Eqguivalents

The Med considers investments in highly liquid debt instruments purchased with an original maturity
of three months or less to be cash equivalents.

Fnvestments and Investment Income

Investments are carried at fair value, principally based on quoted market prices. Investment income
(including realized and unrealized gains and losses) from investments is reported as nonoperating
revenue,

Inveniories

Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of
cost (firsi-in, first-out method) or replacement market.

Investments in Joint Ventures

Investments in joint ventures consist of The Med’s equity interests in joint ventures as measured by
its ownership interest if The Med has an ongoing financial interest jn or ongoing financial
responsibility for the joint venture. The investments are initially recorded at cost and are
subsequently adjusted for additional contributions, distributions, undistributed earnings and losses,
and impairment losses. '

Capital Assets

Capital assets are recorded at cost, if purchased, or at fair value at the date of donation. Depreciation
is provided over the useful life of each class of depreciable asset using the straight-line method.
Maintenance and repairs are charged to operations. Major renewals and betterments are capitalized.
When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts and the gain or loss, if any, is included in nonoperating revenues
(expenses) in the accompanying staterents of revenues, expenses, and changes in net position.

The Med capitalizes interest cost on qualified construction expenditures, net of income earned on

related trusteed assets, as a component of the cost of related projects. No such interest costs were
capitalized in 2013 or 2012.

8 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

All capital assets other than land are depreciated using the following lives:

Land improvements 510 25 years
Buildings and improvements 10 to 40 years
Fixed equipment 5 to 25 years
Movable equipment 3 to 20 years
Software 3 years

Impairment of Capital Assets

Capital assets are reviewed for impairment when service utility has declined significantly. If such
assets are no longer used, they are reported at the lower of carrying value or fair value. If such assets
will continue to be used, the impairment loss is measured using the method that best reflects the
diminished service utility of the capital asset. No. charge related to impairment matters was required

during 2013 or 2012,

Compensated Absences

The Med’s employees accumulate vacation, holiday, and sick leave at varying rates depending upon
years of continuous service and payroll classification, subject to maximum limitations. Upon
termination of employment, employees are paid all unused accrued vacation and holiday time at
regular rate of pay up to a designated maximum number of days. Since the employees’ vacation and
holiday time accumulates and vests, an accrual for this liability is included in accrued expenses and
other current liabilities in the accompanying statements of net positions. An accrual is recognized for
unused sick leave expected to be paid to employees eligible to retire.

Ner Position

Net position of The Med is classified into the following components:

) Net investment in capital assets, consist of capital assets net of accumulated depreciation.

e Restricted include those amounts with limits on thieir use that are externally imposed (by

creditors, grantors, contributors, or the laws and regulations of other governm ents).

° Unrestricted represents remaining amounts that do not meet either of the above definitions.

When The Med has both restricted and unrestricted resources available to-finance a particular
program, it is The Med’s policy to use restricted resources before unrestricted resources.

The Med Foundation historically and to-date does not maintain donor-restricted endowment funds,
or any Board-designated endowments. The Med Foundation’s Board has interpreted Tennessee’s
State Prudent Management of Institutional Funds Act (SPMIFA) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds, absent
explicit donor stipulations to the contrary. In all material respects, income from The Med
Foundation’s donor-restricted endowment funds is itself restricted to specific donar-directed
purposes, and is, therefore, accounted for within restricted amounts until expended in accordance

9 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

with the donor’s wislies. The Med Foundation oversees individual donor-restricted endowment funds
to ensure that the fair value of the ariginal gift is preserved.

Statement of Revenues, Expenses, and Changes in Net Position

For purposes of presentation, transactions deemed by management to be ongoing, major, or central to
the provision of healthcare services, other than financing costs, are reported as operating revenues
and operating expenses. Other transactions, such as investment income, appropriations from Shelby
Coutify; gaiii-(Joss) on disposal ‘of eapital assets; aiid equity in earnings and impairment losses of
joint ventures, are reported as nonoperating revenues and expenses.

Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive revenue adjustments due to
future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition
of revenue on an estimated basis in the period the related services are rendered and such amounts are
adjusted in future periods as adjustments become khown or as years are 1o longer subject to such
audits, reviews, and investigations. Changes in estimates related to prior cost reporting periods
resulted in an increase in net patient service revenue of approximately $1,552,000 and $3,992,000 in

2013 and 2012, respectively.

Charity Care

The Med provides care to patients who meet certain criteria under its charity care policy without
charge or at amounts less than its established rates. Because The Med does not pursue collection of
amounts determined to qualify as charity care, they are not reported as revenue.

When defining charity care, The Med employs the Federal Poverty Guideline (FPG) to determine the
level of discount uninsured patients receive. The level by which assistance is determined is through
the scale set by DHHS (Department of Health and Human Services), which includes factors such as
residents per household and income. The Med’s methodology includes all patients that fall at or
below the 150% FPG baseline. The Med does not have a cap to which patients. will not qualify for a
discount. Additionally, The Med’s charity care guidelines provide for an expavsive definition of
charity care patients, including an upfront discount from standard charges for uninsured patients.

Income Taxes

The Med is a not-for-profit corporation orgamized by the approval of the Board of County
Commissioners of the County and qualifies as a tax-exempt entity under Internal Revenue Code
(IRC) Section 501(a) as organizations described in IRC Section 501(¢)(3), and therefore, related
income is generally not subject to federal or state income taxes, except for tax on income from
activities unrelated to its exempt purpose as described in JRC Section 512(a). Thus, no provision for
income taxes has been recorded in the accompanying financial statements.

10 (Continued)
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SHELBY COUNTY HEALTHE CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Appropriations

The County has historically appropriated funds annually to The Med to partially offset the cost of
medical care for indigent residents of the County. Appropriations for indigent residents from the
County were approximately $26.8 million for both the years ended June 30, 2013 and 2012.
Appropriations from the County are reported as nonoperating revenue in the accompanying
statements of revenues, expenses, and changes in net position.

Recent Pronouncements

During the year ended June 30, 2013, The Med adopted GASB Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position,
(Statement No. 63). This new accounting pronouncement requires that amounts representing deferred
outflows of resources be reported in a balance sheet in a separate section following assets. Similarly,
amounts that are required to be reporied as deferred inflows of resources should be reported in a
separate section following liabilities. Statement No. 63 further requires that the balance sheet report
the residual amount as “net position” rather than “net assets.” Net position represents the difference
between all other elements in a balance sheet and should be displayed in three components — “net
investment in capital assets,” “restricted,” and “unrestricted.” The adoption of Statement No. 63 did
not have a material impact on The Med’s financial statements.

During the year ended June 30, 2013, The Med adopted GASB Statement No. 62, Codificarion of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and
AICPA Pronouncements (Statement No.62). The primary objective of the new accounting
pronouncement is to directly incorporate the applicable provisions of FASB and Américan Institute
of Certified Public Accountants (AICPA) pronouncements issued on or before November 30, 1989
into the state and local government accounting and financial reporting standards. Statement No. 62
also eliminates the option provided in GASB Statement No. 20 to apply post-November 30, 1989
FASB pronouncements not in conflict with GASB pronouncements. The adoption of Statement
No. 62 did not have a material impact on The Med’s financial statements.

During the year ended June 30, 2013, The Med adopted GASB Statement No. 61, The Financial
Reporting Entity: Omnibus — amendments of GASB Statements No. 14 and No. 34 (Statement
No. 61). This new accounting pronouncement modifies certain requirements for inclusion of
component units in the financial reporting entity. Statement No. 61 requires that financial benefit or
burden criteria be met for those entities that were previously included by meeting the fiscal
dependency criteria. In addition, for organizations that do not meet the financial accountability
criteria for inclusion as component units but should be included because the primary government’s
management has determined that it would be misleading to exclude them, Statement No. 61 clarifies
the manner in which such detérmination should be made and the types of relationships to be
considered. Furthermore, Statement No. 61 clarifies when component units should be blended or
presented discretely. The adoption of Statement No. 61 did not have a material impact on the Med's

financial statements,

GASB Statement No. 65, Jfems Previously Reported as Assets and Liabilities (Statement No. 65),
was published in March 2012. This new pronouncement establishes accounting and financial’

11 ’ ~ (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

reporting standards that reclassify, as deferred outflows of resources or deferred inflows of resources,
certain items that were previously reported as assets and liabilities and Tecognizes, as outflows or
inflows of resources, certain items that were previously reported as assets and liabilities. The
provisions of Statement No. 65 are effective for financial statements for periods beginning after

December 15, 2012 (The Med’s fiscal year ending June 30, 2014).

Deposits and Investments

" The composition of cashiand cash €qliivalents follows!

Cash §
Money market funds

$

2013 2012
15,449,393 14,534,478
21,674 4,113,172
15,471,067 18,647,650

The Med’s and The Med Foundation’s bank balances that are considered to be exposed to custodial credit
risk at June 30, 2013 are $15,088,140. Federal deposit insurance is $250,000 on all noninterest bearing
accounts as of June 30, 2013. Federal deposit insurance is unlimited on all noninterest bearing accounts as
of June 30, 2012, therefore, there is no custodial credit risk as of June 30, 2012.

Tnvestments and restricted investments include amounts held by both The Med and The Med Foundation.

The composition of investments and restricted investments follows:

U.S. agencies $
Certificates of deposit

Corporate bonds

Discount notes

Demand deposit accounts and money market funds

U.S. government funds ’

Common stock

Bond funds‘and Bond exchange-traded fund

Accrued interest

$

2013 2612
64,876,372 77,644,977
1,132,337 710,315
33,593,663 26,054,452
— 29,917
6,192,098 19,052,649
696,264 173,931
3,510,579 1,806,007
14,327,594 —
588,658 797,116
124,917,565 126,269,344

(Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

At June 30, 2013, The Med and The Med Foundation had investments in debt securities with the following
maturities: : ;

Investment and restricted investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1 -5 years 5+ years
U.S. agencies $ 64,876,372 — — 6,957,190 57,919,182
Corporate bonds 33,593.663 1,440.126 616,649 26,579,958 4,956,930
$ 98,470,035 1,440,126 616,649 33,537,148 62,876,112

At June 30, 2012, The Med and The Med Foundation had investments in debt securities with the following
maturities: ’

Investment and restricted investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1 -5 years 5+ years
U.S. agencies § 77,644,977 1,241,430 51.623 41,544,954 34,806,970
Corporate bonds 26,054,432 454,424 7,522,726 14,719,645 3.357,637
Discount notes 29.917 29.917 — = ==
$ 103,729,326 1,725,771 - 7.574,349 56,264,599 38,164,607

At June 30, 2013, The Med Foundation had one investment totaling $696,263 in the SEY Daily Income
Trust Government Fund that represented 5% or more of total investments for The Med Foundation. The
Med as of June 30, 2013 had one investment totaling $13,351,894 in iShares Barclays Intermediate Term
Corporate Credit Fund that represented more than 5% of total investments. There were no investments that
represented 5% or more of total investments as of June 30, 2012.

13 (Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

The Med and The Med Foundation have separate investment policies that are included below. The
summary of investments throughout the fi nanmal statements mch_de the combined investment totals of The

Med and The Med Foundation.
At Jupe 30, 2013, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following

credit ratings per Standard and Poor’s:

~__Fair value Credit rating
$ 302,061 BBB-
2,408,467 BBB
2,820,895 BBB+
14,018,451 A-
9,493,989 A
2,940,469 A+
541,102 AA-
1,068,229 AA+

§ 33,593,663

At June 30, 2012, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following

credit ratings per Standard and Poor’s:

Fair value Credit rating
b 211,857 BBB-
367,976 BBB
838,849 BBB+
16,800,217 A-
3,696,146 A
3,357,038 A+
782,249 AA+

B__26054432

The Med’s and The Med Foundation’s investments in discount notes at June 30, 2013 and 2012 were not

rated.

As of June 30, 2013, The Med’s investment strategy, per its investment policy, is to provide liquidity to
fund ongoing opera‘unU needs and to act as a repository for both the accumulation of cash reserves needed
to cushion economic down cycles and to provide cash earmarked for strategic needs.

The portfolio objectives of The Med, listed in order of importance, are as follows:

1. Preserve principal.

14

2 Maintain sufficient liquidity to meet forecasted cash needs.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Maintain a diversified portfolio in order to minimize credit risk.

Maximize yield subject to the above criteria.

The duration of the bond investment portfolio should not exceed 6 years.

The authorized investments are as follows:

1o

Lh

Commereial Paper=Any commercial paper issued by a domestic corporation with a maturjty of 270 -
orless days that carries at least the second highest rating by a recognized investor service, preferably
Standard and Poor’s and Moody’s Investors Service. Comumercial paper shall not represent more

than 50% of the portfolio.

U.S, Treasury Securities — U:S. Treasury notes, bills, and bonds. There is no upper limit restriction
as to the maximum dollar amount or percentage of the portfolio that may be invested in

U.S. Treasury securities.

Bank- Obligations — Any certificate of deposit, time deposit, Burodollar CD issued by a foreign
branch of a U.S. bank, bankers® acceptance, bank note, or letter of credit issued by a (U.S.) bank
possessing at least the second highest rating by a recognized investor services, preferably Standard
and Poor’s and Moody’s Investors Service. Barnk obligations (excluding repurchase agreements,
commercial paper, and investments held by money market and mutual funds) may not represent
more than 30% of the portfolio. In addition, brokered CDs may be purchased from institutions,
irrespective of the institutions” debt ratings, so Jong as ihe obligations are fully backed by the FDIC.

Repurchase Agreements — Any Repurchase Agreement purchased from one of the top 25 U.S. banks
or one of the primary dealers regulated by the Federal Reserve that is at Jeast 102% collateralized by
U.S. governinent obligations. Repurchase Agreements may not represent more than 20% of the

portfolio.

Money Market Funds — Any open-end money market fund regulated by the U.S. government under
Investment Company Act Rule 2a-7. Any investment fund regulated by a Registered Investment
Advisor under Rule 3¢-7. Such fund investment guidelines must state that “the fund will seek to

maintain a $1 per share net asset value.” The Med’s investment in any one fund may not exceed 30%
of the assets of the fund into which it is invested.

United States Government Obligations — Any obligation issued or backed (federal agencies) by the
U.S. government. No more than 25% may be invested in obligations of any one federal agency.

Corporate Bonds — Obligations of United States and foreign corporations (including trusts and
municipalities of the United States) that carry at least the third highest rating by a recognized rating
service, preferably Standard & Poor’s or Moody’s Investors Service, Corpaorate bonds, held directly
and initially qualifying in one of the above categories, which have been downgraded below the third
highest rating, may be sold at the discretion of management. Corporate bonds may not represent
more than 40% of the portfolio, foreign corporate bonds may not represent more than 20% of the

15 (Continued)
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SHELRBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

portfolio, and corporate bonds in the fourth highest rating category may not represent more than 20%
of the portfolio. ‘ )

Bond Mutual Funds — Any publicly available investment registered under the Investment Company
Act of 1940 as on open-end mutual fund that is managing a portfolio or debt obligations. Each
mutual fund should have a minimum of $2 billion invested and hold at least 100 different debt
obligations. Bond mutual funds can only hold the Authorized Investments meeting all the criteria
described above. Additionally, bond mutual funds can hold. corporate bonds, in the fifth and sixth
highest ratings category as long as such holdings to not exceed 10% of the portfolio. Corporate
bonds, held via bond mutual funds and initially qualifying in one of the above categories, which
have been downgraded below the sixth highest rating, may not exceed 2% of the portfolio.

Equity Mutual Funds — Any publicly available investment registered under the Investment Company
Act of 1940 as an open-end mutval fund that is managing a portfolio of equity securities. Each
mutual fund should have a minimum of $2 billion invested and hold at least 100 different equity
securities. Such holdings should not represent more than 20% of the portfolio, Equity Mutual Funds
can hold equity securities (including common and preferred stocks) of the 1,000 largest corporations

- in terms of market capitalization and inclusion in the Russell 1000 Index (representing large cap

stocks) that are traded on U.S. exchanges reported in the Wall Street J ournal.

Debt Buy Back — Any debt obligation backed directly by Regional Medical Center may be purchased
so long as it is purchased at a discount.

Notwithstanding the above criteria, direct investments other than mutual funds that meet the
following criteria are not permitted: corporations with more than 25% of revenues derived from the
manufacture and sale of firearms, ammunition, and ammunition magazines to the general citizenry.

The Finance Committee of the Board of Directors meets periodically to review asset allocation, portfolio
performance, and overall adherence to the investment policy guidelines.

As of June 30, 2013, The Med Foundation utilized one investment manager. This manager is required to
make investments in adherence to The Med Foundation’s current investment policy and objectives.

The Méd Foundation follows an investment strategy focused on maximizing total retum (i.e., aggregate
return from capital appreciation and dividend and interest income) while adhering to certain restrictions

designed to promote a conservative portfolio.

Specifically, the primary objective of The Med Foundation investment management strategy is to maintain
an investment portfolio designed to generate a high level of current income with above-average stability.

Guidelines for investments and cash equivalents for The Med Foundation follow:

1.

2.

The Med Foundation’s assets may be invested only in investment grade bonds rated Baa or higher as
determined by Moody’s Investors Service or by another acceptable rating agency.

The overall market-weighted quality rating of the bond portfolio shail be no lower than A.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2013 and 2012

3. The Med Foundation’s assets may be invested only in commercial paper rated P-2 or higher by
Moody’s Investors Service or by another acceptable rating agency. :

4, The market-weighted maturity of the base portfolio shall be no longer than 10 years.

5. Quality of the equity securities will be governed by the federal Employee Retirement and Income
Security Act, the Tennessee guidelines for investing trust funds, and the “prudent man rule.”

6. Conservative option sirategies may be used, with a goal of increasing the stability of the portfolio.

The Med Foundation limits investments in common stock to 40% of its investment portfolio. The
remainder of the portfolic is to be invested in fixed income investments.

Investment income is comprised of the following;

2013 2012
Dividend and interest income h) 3,022,015 1,909,927
Net decrease in the fair value of investiments (2,674,511) (486,447)
$ 347,504 1,423,480

Business and Credit Concentrations

The Med grants credit to patients, substantially all of whom are local area residents. The Med generaily
does not require collateral or other security in extending credit to patients; however, it routinely obtains
assignment of (or is otherwise entitled to receive) patients’ benefits payable under their health insurance
programs, plans, or policies (e.g., Medicare, Medicaid, Blue Cross, and commercial insurance policies).

The mix of receivables from patients and third-party payors follows, before application of related valuation
allowances:

2013 2012
Comimercial insurance 31% 40%
Patjients 36 3
Medicaid/TennCare 17 12
Medicare 16 16
100% 100%
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(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2013 and 2012

Other Reg:eivables \

The composition of other receivables follows:

2013 2012
Accounts receivable from University of Tennessee
_Center for Health Services $ 1,618,058 1,508,011
. Accounts recefvable from the-County. . o 49,536 84,956
Accounts receivable from the State of Tennessee 5,277,305 4,998,611
Grants receivable 291,099 294,783
Other 2,634.266 1,657.403
3 9,870,264 8,543,744
Other Current Assets
The composition of other current assets follows:
2013 2012,
Inventories $ 3,857,425 3,320,733
Prepaid expenses 1,117,121 986,011
$ 4,974,546 4,306,744

18
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2013 and 2012

(6) Capital Assets

Capital assets and related activity consist of the following:

Balances at Balances at
June 30, 2012 Additions Retirenents Transfers June 30, 2013
Capital assets not being depreciated:
. . Construction in progress $ 7,641,128 31,289,335 — (29,010,649) 9,919,814
Land TTT108955 0 0 T — e Lt 526,371 5.835,326"
Total book value of
capital assets not
being depreciated 7,750.083 31,289,335 - (23,284.278) 13,755,140
Capital assets being depreciated:
Land improvements 6,812,481 51.970 — — 6,864,451
Buildings 65,236,701 e . — 65,236,701
Fixed equipment 110,348,027 1,441,911 — 4,185,784 115,975,722
Movable equipment 125,991,913 4,468,458 21,797) 7,938,927 138,377,501
Software 17,730,009 418.289 (2,826) 11,159,567 29,305,039
Total book value of
capital assets being
depreciated 326,119,131 6,380,628 (24.623) 23.284.278 355,759.414
Less accumulated depreciation for:
Land improvements (5,473,625) (150,374) — — (5,623,999)
Buildings (55,773,625) (804,888} — - (56,578,313)
Fixed equipment (90,073,720) (3,152,146) — (93,225,866)
Movable equipment (105,150,605) (6,823,192) 13,623 —  {111,960,174)
Software (14,286,017) (2,070,044) = — » (16.356.061)
Total accumulated
depreciation (270,757.592) (13,000,644) 13,623 —  (283.744,613)
Capital assets being _
depreciated, net 55,361,539 (6,620.016) (11,000 . 23,264,278 72,014,801
Capital assets, net $ 63,111,622 24,669,319 . (11,000) o — 87,769,941
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Balances at Balances at

July 1, 2011 Additions Retirements Transfers . June 30, 2012
Capital assets not being depreciated:
Construction in progress $ 1,297,077 12,478,243 — (6,134,162) 7,641,128
Land — - - 108,955 108,953
Total book value of
capital assets not
" béing depreciatéd” 1,297.077 12,478,213 — (6,025,207) 7,750,083
Capital assets being depreciated:
Land improvements 6,167,621 66,566 - 578,294 6,812,481
Buildings 65,236,701 — —— — 65,236,701
Fixed equipment 107,454,124 1,909,677 (1,982) 986,208 110,348,027
Movable equipment 118,773,840 3,617,206 (141,092) 1,741,959 125,991,913
Software 14,379.243 632,018 — 2,718,746 17,730,009
Tatal book value of
capital assets being
depreciated 312,011.551 8,225,467 (143.074) 6,025,207 326,119,131
Less accumulated depreciation for:
Land improvements (5.342,806) (130,819) — — (3.473,625)
Buildings (54,871,455) (902.170) — —_ (55,773,625)
Fixed equipment (86,752,175} (3.321,810) 265 — (90,073,720)
Movable equipment (98,997,734} (6,279,705) 126.834 —  (105.150,605)
Software (13.328,900) (757.117) — — (14,286,017)
Total accumulated
depreciation (259,493,070) (11,391,621) 127.099 —  (270,757.592)
Capital assets being
depreciated, net 32,518,461 (3,166,154) (15,973) 6.025.207 55,361,539
Capital assets, net $ 53,815.538 9,312,039 (15.973) — 63,111,622

Investments in Joint Ventures

The Med was a 50% owner in Memphis Managed Care Corporation MMCC), a TermCare managed care
organization, with which The Med contracted to provide services to MMCC enrollees. MMCC is subject to
certain regulatory minimum capital requirements and, in that respeet, The Med had guaranteed. capital
deficiencies funding for MMCC up to The Med’s proportionate ownership interest in MMCC. No accrual
for this obligation was required at either June 30, 2013 or 2012. During fiscal 2008, The Med and
University of Tennessee Medical Group entered into a contract to ‘sell the assets of MMCC to a publicly
held managed care company. The Med received cash distributions of $277,065 in fiscal 2013 from the final
liquidation of the assets of MMCC. A gain of approximately $277,000 was recognized in 2013 related to

the final liquidation of these assets. No cash disiributions were made or gains recognized in 2012.
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Accrued Expenses and Other Current Liabilities

The composition of accrued expenses and other current liabilities follows:

2013 2012

Due to third-party payors b 5,198,000 7,817,000
Compensated absences 7,202,696 6,932,972
Deferred grant révenue - - - : — L 46,942
Accrued payroll and withholdings 6,573,249 8,191,931
Accrued employee healthcare claims 1,745,000 1,621,000
Current professional and general liability costs 2,300,000 2,350,000
Other 4,500,000 —

$ 27,518,945 27,159,845

Net Patient Service Revenue

The Med has agreements with governmental and other third-party payors that provide for reimbursement to
The Med at amounts different from its established rates. Contractual adjustments under third-party
réimbursement programs represent the difference between billings at established rates for services and
amounts reimbursed by third-party payors. A summary of the basis of reimbursement with major

third-party payors follows:

Medicare — Substantially all acute care services rendered to Medicare program beneficiaries are paid
at prospectively determined rates. These rates vary according to patient classification systems that
are based on clinical, diagnostic, and other factors. Certain types of exempt services and other
defined payments related to Medicare beneficiaries are paid based on cost reimbursement or other
retroactive-determination methodologies. The Med is paid for retroactively determined items at
tentative rates with final settlement determined after submission of amnual cost reports by The Med
and audits thereof by the Medicare fiscal intermediary.

The Med’s classification of patients under the Medicare program and the appropriateness of their
admission are subject to an independent review by a peer review organization. The Med’s Medicare
cost reports have been audited and settled by the Medicare fiscal intermediary through June 30,
2008. Revenue from the Medicare program accounted for approximately 17% and 18% of The
Med’s net patient service revenue for the years ended June 30, 2013 and 2012, respectively.

TennCare — Under the TennCare program, patients traditionally covered by the State of Tennessee
Medicaid program and certain members of the uninsured population enroll in managed care
organizations that have contracted with the State of Tennessee to ensure healthcare coverage to their
enrollees. The Med contracts with the managed care organizations to receive reimbursement for
providing services to these patients. Payment arrangements with these managed care organizaticns
consist primarily of prospectively determined rates per discharge, discounts from established
charges, or prospectively determined per diem rates. Revenue from the TennCare program accounted
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for approximately 27% and 24% of The Med’s net patient service revenue for the years ended
June 30, 2013 and 2012, respectively. -

The Med has historically received incremental reimbursement in the form of Essential Acoess
payments through its participation in the TennCare Program. Amounts received by The Med under
this program were approximately $66.4 million and $74.7 million in 2013 and 2012, respectively.
These amounts have been recognized as reductions in related contractual adjustments in the
accompapying statements of revenues, expenses, and changes in fet position. There can be no
assurance that The Med will continue to qualify for future participation in this program or that the
program will not ultimately be discontinued or materially modified. Any material reduction in such
funds has a correspondingly materjal adverse effect on The Med’s operations.

Arkansas Medicaid - Substantially all inpatient and outpatient services rendered to Arkansas
Medicaid program beneficiaries are paid under prospective reimbursement methodologies
established by the State of Arkansas. Certain other reimbursement items (principally inpatient
nursery services and medical education costs) are based upon cost reimbursement methodologies.
The Med is reimbursed for cost reimbursable items at tentatjve rates with final settlement determined
after submission of annual cost reports by The Med and audits thereof by the Arkansas Department
of Health and Human Services (DHHS). The Med’s Arkansas Medicaid cost reports have been
audited and settled by the Arkansas DHHS through June 30, 2007. Revenue from the State of
Arkansas Medicaid program accounted for approximately 2% and 1% of The Med’s net patient
service revenue for the years ended June 30, 2013 and 2012, respectively.

The Med has historically received incremental reimbursement in the form of Upper Payment Limit
(UPL) and additional appropriation payments through its participation in the State of Arkansas
Medicaid program. The net benefit for The Med associated with this program, totaling approximately
$2.3 miltion and $2.8 million for the years ended June 30, 2013 and 2012, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net position. There can be no assurance that The Med will
continue to qualify for future participation in this program or that the program will not ultimately be

discontinued or materially modified.

Mississippi Medicaid — Inpatient and outpatient services rendered to Mississippi Medicaid program
beneficiaries are generally paid based upon prospective reimbursement methodologies established by
the State of Mississippi. Revenue from the State of Mississippi Medicaid program accounted for
approximately 3% of The Med’s net patient service revenue for both the years ended June 30, 2013
and 2012.

The Med has historically received incremental reimbursement in the form of Upper Payment Limit
(UPL) and additional appropriation payments through its participation in the State of Mississippi
Medicaid program. The net benefit for The Med associated with this program, totaling approximately
$4.2 million and $3.5 million for the years ended June 30, 2013 and 2012, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of

revenues, expenses, and changes in net position.
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e Other — The Med has also entered into payment agreements with certain commercial insurance
carriers, health maintenance organizations, and preferred provider organizations. The reimbursement
methodologies under these agreements include prospectively determined rates per discharge, per

diem amounts, and discounts firom established charges.

The composition of net patient service revenue follows:
2013 2012
$ 918,361,574 921,201,697

(iross patient service revenue

Less provision for contractual and other adjustments 565,394,523 516,648,494
Less provision for bad debts 49,181,321 79,012,130
Net patient service revenue $ 303,785,730 325,541,073

The composition of incremental reimbursement from various state agencies for participation in
TennCare/Medicaid programs follows:

2013 2012
TennCare Essential Access i 66,428,367 74,695,475
Arkansas UPL/Disproportionate Share 2,268,466 2,770,773
Mississippi Disproportionate Share 4,231,388 3,531,107
Total payments $ 72928221 80,997,355

The Health Information Technology for Economic and Clinical Health (HITECH) Act was enacted as part
of the American Recovery and Reinvestment Act of 2009 and si gned into law in February 2009. In the
context of the HITECH Act, The Med must implement a certified Electronic Health Record (EHR) in an
effort to promote the adoption and “meaningful use” of health information technology (HIT). The HITECH
Act includes significant monetary incentives and payment penalties meant to encourage the adoption of
EHR technology. The Med received approximately $2.9 million and $3.7 million of Incentive payments
related to EHR implementation for the years ended June 30, 2013 and 2012, respectively. These amounts
are included within net patient service revenue within the statements of revenues, expenses, and change in

net position.

Charity Care

The Med maintains records to identify and monitor the level of charity care it provides. These records
include the amount of charges foregone for services and supplies furnished under its charity care policy.
Charges foregone, based on established rates, were approximately $340.7 million and $297.2 million in
2013 and 2012, respectively. Included in the charges foregone is the upfront discount applied to all
uninsured patients of approximately $198.0 million and $187 .0 million in 2013 and 2012, respectively, as
The Med does not pursue collection on these amounts.
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(11) Retirement Plans

{a) Defined Benefit Plan

The Med contributes to the Shelby County Refirement Sysiem (the Retirement System), a
cost-sharing single-employer defined benefit public employee retirement system (PERS) established
by Shelby County, Tennessee. The Retirement System is administered by a board, the majority of
whose members are nominated by the Shelby County Mayor, subject to approval by the Shelby

o Coifity Board of Comiiissioners. The Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information. That report may be
obtained by writing to the Shelby County Retirement System, Suite 950, 160 North Main, Memphis,
Tennessee 38103 or by calling $01-545-3570.

Shelby County provides office space and certain administrative services at no cost to the Retirement
System. All other costs to administer the plan are paid from plan earnings.

Substantially all full-time and permanent part-time employees of Shelby County (including The Med
and Shelby County’s other component units), other than the Shelby County Board of Education
employees, employees who have clected to be covered by Social Security with the exception of The
Med employees, employees designated as Comprehensive Employment Training Act employees
after July 1, 1979, and certain employess of The Med are required, as a condition of employment, fo

participate in the Retirement System.

The Retirement System consists of three plans (Plans A, B, and C). In 1990, Plans A and B were
merged into one reporting entity, whereby total combined assets of the merged plans are available
for payment of benefits to participants of either of the two previously existing plans. In 2005, Plan C
was added and merged with Plans A and B for funding purposes. While the plans were merged, the
Retirement System has retained the membership criteria of the previous plans, which are as follows:

e Plan C, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees who are also eligible for Plan A,

J Plan B, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired prior to December 1, 1978, and
e Plan A, a contributory cost-sharing multiple-employer defined benefit pension plan for

employees hired on or after December 1, 1978, and those employees that elected to transfer to
Plan A from Plan B before January 1, 1981, Plan A was noncontributory for all years prior to

2013,

The Shelby County Board of Commissioners establishes the Retirement System’s benefit provisions.
Once a person bécomes a participant, that person will continue to participate as long as he or she is
an employee of Shelby County or The Med. The Retirement System provides retirement, as well as

survivor and disability defined benefits.

The Retirement System’s funding policy for employee contribution requirements is established by
the Board of Administration of the Retirement System. The Shelby County Board of Commissioners
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establishes the Retirement System’s funding policy for employer contribution requirements. For
fiscal years 2013, 2012, and 2011, the employer contribution requirements were based on the

actuarially determined contribution rates, which were 12.75%, 12.01%, and 9.21%, respectively.

The actuarially determined contribution rate was calculated using a proj ected unit credit service pro
rata cost method for Plan A, Plan B, and Plan C participants.

. For fiscal years 2013, 2012, and 2011, the following contributions were made to the defined benefit

plans:
2013 2032 2011
The Med’s contributions:
Plan A $ 360,271 -+ 365,157 317,039
Plan B 1,999 1,301 164
Plan C 86,391 108,501 134,580
Employee contributions:
Plan A $ 15,728 8,608 =
Plan B 703 491 89
Plan C 26,524 33,251 48,938

The contributions as a percentage of earned compensation were the same as those for the Retirement
System. The Med contributed 100% of its required contributions in 2013, 2012, and 2011.

Defined Congribution Plan

Effective July 1, 1985, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis Retirement Investment Plan, a defined contribution pension
plan covering employees 21 years of age and older who have completed one year of service, as
defined, and are not participating in any other pension program to which The Med makes
contributions. The plan provides for employee contributions of between 2% and 6% of compensation
and for equal matching contributions made by The Med. Participants are immediately vested in their
contributions plus actual earnings thereon. Participants vest 20% in the employers matching
contributions after two years of service, 50% after three years, 75% after four years, and 100% after
five years. Forfeitures are returned to The Med to reduce future matching contributions, The defined
coniribution plan ceased accepting contributions on September 30, 2009, therefore, there were 1o
contributions by The Med or participants for the years ended June 30, 2013 and 2012.

Effective October 1, 2009, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis 403(b) Retirement Plan, a defined contribution pension plan
covering employees 21 years of age and older who have completed one year of service. The plan
provides for a 50% employer match on employee contributions up to 6% of employee compensation.
Participants are immediately vested in their contributions plus actual garnings thereon. Participants
vest 20% in the employers matching contributions after two years of service, 50% after three years,
75% after four years, and 100% after five years. Forfeitures remain in the plan for the benefit of
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other participants. The Med contributed $1.6 million and $1.5 million to the 403(b) plan for the years
ended June 30, 2013 and 2012, respectively. 403(b) plan participants contributed approximately -
$3.4 million and $3.2 million to the 403(b) plan for the years ended June 30, 2013 and 2012,
respectively.

Effective December 1, 2010, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis Nonqualified Supplemental Retirement Plan (Supplemental
Retirement Plan): The-Supplemental Retirement Plan was.formed under Section 457(f) of the IRC of
1986, and management believes that it complies with all provisions applicable to a nonqualified
deferred compensation plan under IRC Section 409A. Plan pasticipants contributed approximately
$84,000 to the plan for both the years ended June 30, 2013 and 2012.

/

(12) Postretirement Benefit Plan

Regiorial Medical Center Healthcare Benefit Plan (the Plan) is a single-employer defined benefit healthcare
plan sponsored and administered by The Med. The Plan provides medical and life insurance benefits to
eligible retirees and their spouses. The Med’s Board of Directors is authorized to establish and amend all
provisions. The Med does not issue a publicly available financial report that includes financial statements

and required supplementary information for the Plan.

During fiscal year 2010, The Med’s Board of Directors approved a plan amendment that eliminated
medical coverage for those employees who did not have 15 years of service as of December 31, 2009 and
eliminated life insurance coverage for those employees retiring January 1, 2010 or later.

Per GASB Statement No, 45, Accounting and Financial Reporting Employers for Postemployment Benefils
Other Than Perisions, for financial reporting purposes an actuarial valuation is required at least biennially
for postretirement benefit plans with a total membership of 200 or more. The Med’s postretirement benefit
plan has approximately 531 and 715 members as of the last actuarial valuations of June 30, 2013 and

June 30, 2011, respectively.

(@) Funding Policy

The contribution requirements of employees and the Plan are established and may be amended by
The Med’s Board of Directors. Monthly contributions are required by retirees who are eligible for
coverage. The Med pays for costs in excess of required retiree contributions. These contributions are
assumed to increase based on future medical plan cost increases. For fiscal 2013 and 2012, The Med
contributed approximately $1,214,000 and $1,526,000, respectively, net of retiree contributions, to
the Plan. Plan members receiving benefits contributed approximately $335,000 in fiscal 2013 and
$345,000 in fiscal 2012 through their required contributions. The following table summarizes the
monthly contribution rates for the year beginning July 1, 2009:

Refiree Spouse
Pre-Medicare $ 1,512 1,608
612 1,440

Pre-Medicare Eligible
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() Annual OPEB Cost and Net OPEB Obligation

()

@

The Med’s annual other postemployment benefit (OPEB) cost is calculated based on the ammual
required contribution of the employer (ARC), an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period of 30 years. The following table shows the components
of The Med’s annual OPEB cost for fiscal 2013, and 2011, the amounts actually contributed.to the

Plan, and changes in The Med’s net OPEB obligation:

2013 2011
Annual required contributions and annual OPEB cost $ 1,296,634 1,148,234
Contributions made .1,296.634 1,171,234
Decrease in net OPEB obligation — (23,000)
Net OPEB obligation, beginning of year 912,000 935,000
Net OPEB obligation, end of year $ 912,000 912,000

Three-Year Trend Information
Percentage of

annual
Annual OPEB cost Net OPEB
Fiscal year ended OPEE cost contributed obligation
June 30, 2013 $ 1,296,634 100.0% § 912,000
June 30, 2012 1,535,160 103.9 851,000
June 30, 2011 1,148,23 102 912,000

Funded Status and Funding Progress — Required Supplementary Information

As of June 30, 2012, the most recent actuarial valuation date, the Plan was not funded. The actuarial
accrued liability for benefits was $20,319,023 resulting in an unfunded actuarial accrued liability
(UAAL) of $20,319,023.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far inte the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule.of funding progress, as presented below as required

supplementary information, presents multiyear trend information about whether the actuarial value

of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.
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(¢)  Schedule of Funding Progress — Required Supplementary Information

Analysis of the Plan’s furiding status follows:

Actuarial AAL asofa
Actuarial accrued Plan assets percentage
value of liability less than Covered of covered
Actuarial valuation date® plan assets (AA1) AAL Funded ratio payroll payroll
July 1, 2012 $ — 20,319,023 20,319,023 — 5 18,693,833 . 109.0
July 1,2011 e 24,469,273 24,469,273 — 20,476,034 120.0
July 1, 2010 — 24,469,273 24,469,273 ~—% 21,995,253 111.0%

# Al inputs for valuation i§ provided as of beginning of the fiscal year being actuarially valuated,

(0  Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the Listorical pattern sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumiptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2012 actuarial valuation, the projected unit credit actuarial method was used. The
actuarial assumptions included a 3% investment rate of return, which is a long-term rate of return on
general account assets, and an annual inflation rate and anoual healithcare cost trend rate of 6.3%,
reducing each year until it reaches an annval rate of 3.3% in 2102, The UAAL is being amortized,
using a level percentage of pay method, over a 30-year period under the Projected Unit Credit

Method.

Transactions with University of Tennessee Center fox Health Services

The Med contracts with University of Tennessee Center for Health Services (UTCHS) and University of
Tennessee Medical Group (UTMG) to provide, among other things, The Med’s house staff, professional
supervision of certain ancillary departments, and professional care for indigent patients. The Med also

provides its facilities as a teaching hospital for UTCHS.

Operating expenses include approximately $42.1 million in 2013 and $41.9 million in 2012 for all
professional and other services provided by UTCHS/UTMG:

Risk Management

The Med has a self-insurance program for professional and general liability risks, both with respect to
claims incurred after the effective date of the program and claims incurred but not reported prior to that
date. The Med has not acquired any excess coverage for its self-insurance because The Med is afforded
sovereign immunity in accordance with applicable statutes. Presently, sovereign immunity limits losses to
$300,000 per claim. The Med has recorded an accrual for self-insurance losses totaling approximately
$7.5 million and $8.4 million at June 30, 2013 and 2012, respectively. :
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Incurred losses identified through The Med’s incident reporting system and incurred but not reported
losses are accrued based on estimates that incorporate The Med®s current inventory of reported claims and
historical experience; as well as considerations such as the nature of each claim or incident, relevant trend
factors, and advice from consulting actuaries.

The following is a summary of changes in The Med’s self-insurance liability for professional and general
[iability costs for fiscal 2013 and 2012:

2013 2012

Balance at July 1 - - $ 8,368,000 8,900,000
Provision for claims reported and claims incurred but

not reported (333,974) 956,000

Claims paid (534.026) (1,488,000)

7,500,000 8,368,000

Amounts classified as current Jiabilities 2,300,000) (2,350,000)

Balance at June 30 5. 5,200,000 6,018,000

Like many other businesses, The Med is exposed to various risks of loss related to theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries and illness; and natural
disasters. Commercial insurance coverage is purchased for claims arising from such matters. Claims settled
through June 30, 2013 have not exceeded this commercial coverage in any of the three preceding years.

The following is a summary of changes in The Med’s self-insurance liability for employee health coverage
(included in accrued expenses and other current liabilities in the accompanying balance sheets) for fiscal

2013 and 2012:

2813 2012
Balance at July 1 _ $ 1,821,000 1,510.000
Claims reported and claims incurred but not reported 11,818,341 11,910,368
Claims paid ' (11,894,341) (11,599,368)
Balance at June 30 S 1,745,000 1,821,000
Commitments

The Med has outstanding service contracts for management services, equipment maintenance, and blood
supply services. Estimated future payments under the contracts follow:

2014 3 3,785,914
2015 192,960

§__ 3078874
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Expense under these contracts and other contracts was approximately $9.2 million and $9.1 million for the

2ivrnle

years ended June 30, 2013 and 2012, respectively.

Leases

The Med has entered into noncancelable operating leases for certain buildings and equipment. Rental
expense for all operating leases was approximately $4.9 million and $4.6 million for the years ended
June 30, 2013 and 2012, respectively. The future minimum payments under noncancelable operating leases

as of June 30, 2013 follow:

2014 $ 2,111,155

2015 791,109

2016 200,593
$__ 3,102,857

Current Economic Environment

In light of the current sluggish recovery of the U.S. economy, management at The Med monitors economic
conditions closely, both with respect to potential impacts on the healthcare provider industry and from a
more general business perspective. While The Med was able to achieve certain objectives of importance in
the current economiic environment, management recognizes that economic conditions may continue to
impact The Med in a number of ways, including (but not limited to) uncertainties associated with
U.S. financial system reform and rising self-pay patient volumes and corresponding increases in

uncompensated care.
Additionally, the genera] healthcare industry environment is increasingly uncertain, especially with respect

to the impacts of the federal healthcare reform legislation, which was passed in the spring of 2010.
Potential impacts of ongoing healthcare industry transformation include, but are not limited to:

e Significant (and potentially unprecedented) capital investment in healthcare information technology
(HCIT); .

e Continuing volatility in the state and federal government reimbursement programs;

¢ Lack of clarity related to the health benefit exchange framework mandated by reform legislation,

including important open questions regarding the constitutionality of the legislation, exchange
reimbursement levels, changes in combined state/federal disproportionate share payments, and
impact on the healthcare “demand curve” as the previously uninsured enter the insurance system,

e Effective management of multiple major regulatory mandates, including achievement of meaningful
use of HCIT and the transition to ICD-10; and

“ Significant potential business model changes throughout the healthcare industry, inciuding within
the healthcare commercial payor industry.
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The business. of healthcare in the current economic, legislative, and regulatory environment is volatile. Any
of the above factors, along with changes in appropriations from the County and City of Mempliis and
others both currently in existence and which may or may not arise in the future, could have a material

adverse impact on The Med’s financial position and operating results.
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Assets
Assets:
Cash and cash equivalents
Investments

Patient accounts.receivable, net
Other receivables

Other current assets

Restricted investments

Capital assets, net

Total assets
Liabilities and Net Position

Liabilities:
Accounts payable
Accrued expenses and other current liabilities
Accrued professional and general liability costs
Net postemployment benefit obligation

Total Habilities

Net position:
Net investment in capital assets
Restricted for:
Capital assets
Indigent care
Unrestyicted

Total net position

Commitments and contingencies
Total liabilities and net position

See accompanying independent auditors’ report.

June 30, 2013

Schedule 1

The Regional
Medical
Shelby County  * Center

Health Care at Memphis
Corporation Foundation Combined
b 15,266,095 204,972 15,471,067
118,878,545 2,318,933 121,197,478
45,906,287 O 45,906,287
9,812,264 58,000 9,870,264
4,974,296 250 4,974,546
_ — 3,720,087 3,720,087
87,769,941 — 87,769,941
$ 282,607,428 6,302,242 288,909,670
$ 12,026,582 15,856 12,042,438
27,518,945 — 27,518,945
5,200,000 — 5,200,000
912,000 = 912,000
45,657,527 15,856 45,673,383
87.769.941 — 87,769,941
- 2,897,689 2,897,689
— 322,398 822,398
149,179,960 2,566,299 151,746,259
236,949,901 6,286,386 243,236,287

§ 282,607,428 6,302,242

288,909,670

L)
]



SHELRY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Combining Schedule — Statement of Revenues, Expenses, and Changes in Net Position

Operating revenues:
Net patient service revenue
Other revenue
Total operating revenues
Operating expenses:
Salaries and behefits
Supplies and services
Physician and professional fees
Purchased medical services
Plant operations
Insurance
Administrative and general
Community services
Depreciation and amortization

Total operating expenses
Operating (loss) gain

Nonoperating revenues (expenses):
Investment (loss) income
Appropriations from Shelby County
Other

Total nonoperating revenues, net
Increase in net position
Net position, beginning of year

Net position, end of year

See accompanying independent aunditors” report.

Year ended June 30, 2013

Schedule 2

The Regional
Medical
Shelby County Center
Health Care at Memphis
Corporation Foundation Combined
$ 303,785,730 — 303,785,730
16,235,583 1,063,786 17,299,369
320,021,3137° ~ 1,063,786 321,085,099~~~
150,862,502 = 150,862,502
70,047,247 — 70,047,247
27,904,579 — 27,904,579
23,827,404 — 23,827,404
12,348,849 — 12,348,849
2,011,533 = 2,011,533
31,961,705 -— 31,961,705
— 632,390 632,390
13,000.644 — 13,000,644
331,964,463 632,390 332,596,853
(11,943,150) 431,396 (11,511,754)
(73,824) 421,328 347,504
26,816,001 — 26,816,001
306,665 = 306,665
27,048,842 421,328 27.470,170
15,105,692 852,724 15,958,416
221,844,209 5,433,662 227277871
$ 236,949,901 6,286,386 243,236,287

[0
(U3}



Management Officials

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Roster of Management Officials and Board Members
June 30; 2013
(Unaudited)

Reginald Coopwood, M.D., President and CEQ

Pam Castleman, MSN, Senior Vice President/Chief Nursing Officer

Susan Cooper, RN, MSN, FAAN, Senior Vice President/Chief Inteolatlon Officer

Carl Getto, M.D., Executive Vice President/Chief Medical Officer

Tamumie Ritchey, CFRE, Vice President of Development/Foundation Executive Director

Robert Sumter, Ph.D., Executive Vice President/COO/CIO

Tish Towﬁs, FACHE, Senior Vice President, External Relations

Rick Wagers, Senior Executive Vice President/CFO

Monjca Wharton, Senior Vice President/Chief Legal Counsel

Board Members
Phil Shannon
Keith Norman
Pamela Brown

Brian Ellis

James Freeman, M.D.

Brenda Hardy, MLD.
Scot Lenoir

Scott McCormick
David Popwell
Heidi Shafer
Anthony Tate

John Vergos

Max Ostner

See accompanying independent auditors’ report.

Schedule 3



Attachment C.OD.1

Campbell
Clinic

June 10, 2014 ORTHOPAEDICS

Regional One Health Imaging, LLC
877 Jefferson Avenue
Memphis, TN 38103

Attn: Reginald W. Coopwood, MD, President/CEC

Dear Dr. Coopwood:

Please let this letter serve as documentation of support for expansion of imaging services for
Regional One Health to an additional location at 6555 Quince Rd., Memphis, TN.

As you know, Campbell Clinic serves as the University of Tennessee College of Medicine’s
Department of Orthopedics and train 18 full-time equivalent residents at Regional One Health.
in this capacity, we treat numerous Regional One patients in a variety of settings, including its
trauma center, general inpatient units and outpatient clinics.

Given the range of imaging needs of these patients and that Regional One only has one MRI
unit located in the hospital, many of its outpatients have limited timely access to imaging
services. This access situation is further complicated because the radiology department is
difficult to find and has limited proximity to convenient parking. Lastly, the hospital’s location
near downtown Memphis limits it access to many residents of Sheiby County.

As such, the addition of the imaging services at 6555 Quince Rd. will improve capacity, access
and service levels for the patients we collectively care for at Regional One Health.

Sincerely, . ! //T.
/’1. < 4 y /-"?1 - J r," J i
C;’“"JQ’E‘%”{% LA /fﬁl (ST
£ 2

Frederick M. Azar, M.D. . GGOIEE . Hernandez /

Chief of Staft ( C;lﬁE'f Executive Office
f ;

4 AN r"

1400 South Germaniown Road / Germantaown, TN 38138
542 (9011 759-3100 #x: (901} 759-3195 w. CampbellClinic.com



Tennessee Occupational Wages: Total all industries in Memphis, TN-MS-AR MSA, Tenn... Page 1 of 2
Attachment C.0D.3
TE_NNESSEE OCCUPATIONAL WAGES |
@A
Total all industries
Memphis, TN-MS-AR MSA, Tennessee

Healthcare Practitioners and Technical Oceupations

Oce. Est. Mean Entry Exp. Median

Occupation code empl. wage wage wage  25thpet  wage  75th pet
HEALTHCARE PRACTITIONERS 29-0000 N/A N/A N/A N/A N/A N/A N/A
AND TECHNICAL OCCUPATIONS N/A N/A N/A N/A N/A N/A
Chiropractors 20-1011 70 73,430 53,610 83,330 51,870 55,930 60,000
3530 25.80 40.05 2495 26.90 28.85
Dentists, General 29-1021 N/A 180,240 141,390 199,660 157,710 172,550>8$145,600
86.65 68.00 96.00 75.80 82.95 >$70
Dietitians and Nutritionists 29-1031 220 52,460 39,820 58,780 43,870 51,380 59,310
2520 19.15 28.25 21.10 24.70 28.50
Optometrists 29-1041 190 133,740 72,480 164,360 90,200 123,770 148,470
6430 34.85 79.00 43.35 59.50 71.40
Pharmacists 29-1051 1,500 115,430 93,900 126,190 106,480 119,930 135,910
55.50  45.15 60.65 51.20 57.65 65.35
Anesthesiologists 29-1061 N/A  NA N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A
Family and General Practitioners 29-1062 170 206,940 136,090 242,370 161,420>$145,600>$145,600
99.50 65.45 116.50 77.60 >$70 >$70
Internists, General 29-1063 N/A 251,360 225,990>$145,600>5145,600>$145,600>$145,600
120.85 108.65 >570 >§70 >$70 >§70
Obstetricians and Gynecologists 29-1064 N/A 219,270 139,290>$145,600 170,290>%$145,600>$145,600
10540 66.95 >$70 81.85 >§70 >$70
Pediatricians, General 29-1065 140 190,570 149,490 211,110 160,520 178,200>$145,600
‘ L 91.60 71.85 101.50 7115, 85.65 >$70

Psychiatrists * 29-1066 N/A 150,340 100,040 175,490 107,670 134,510 178,85
72.30 48.10 84.35 51.75 64.65 86.00
Surgeons 29-1067 120 NA NA N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A
Physicians and Surgeons, All Other 29-1069 1,150 207,510 121,250>%$145,600 150,310>$145,600>$145,600
99.75 58.30 >$70 72.25 >570 >§70
Physician Assistants 29-1071 120 92,330 50,940 113,030 55,870 73,530 92,590
44,40 24.50 54.35 26.85 35.35 44.50
Registered Nurses 29-1111 12,890 65,950 49,050 74,420 52,220 61,050 72,500
31,70 23.55 35.80 25.10 29.35 34.75
Occupational Therapists 29-1122 370 74,430 56,750 83,270 63,010 74,960 86,840
3580 27.30 40.05 30.30 36.05 41.75
Physical Therapists 29-1123 870 85,190 65,010 95,280 71,490 82,640 92470

4095 31.25 4580  .34.35 39.75 44.45

http://www.tn.gov/labor-wfd/wages/2012/PAGE0224 HTM 6/4/2014



Tennessee Occupational Wages: Total all industries in Memphis, TN-MS-AR MSA, Tenn... Page 2 of 2

Occ. Est. Mean Entry Exp. Median

Occupation code empl. wage wage wage  25thpet  wage  75th pet
Radiation Therapists 29-1124 60 67,840 52,480 75,520 56,970 66,010 74,550
32.60 25.25 36.30 27.40 31.75 35.85
Recreational Therapists 29-1125 90 44,760 32,410 50,940 34,160 40,190 56,420
21.50 15.60 24.50 16.40 19.30 27.10
Respiratory Therapists ' 29-1126 700 48,960 41,240 52,820 42,970 48,890 55,490
23.55 19.85 25.40 20.65 23.50 26.70
Speech-Language Pathologists 29-1127 460 65,160 47,400 74,050 51,460 62,610 80,070
31.35  22.80 35.60 24.75 30.10 38.50
Exercise Physiologists 29-1128 50 63,660 36,110 77,430 _37,550 67,930 . 82,990
30.60 17.35 37.25 18.05 32.65 39.90
Veterinarians 29-1131 190 68,820 46,580 79,950 50,840 63,020 84,030
33.10 2240 38.45 24.45 30.30 40.40
Audiologists 29-1181 50 54,240 48,450 57,130 49,880 54,510 59,150
26.10 23.30 27.45 24.00 26.20 28.45
Health Diagnosing and Treating 29-1199 60 55,790 45,220 61,080 47,250 54,400 60,110
Practitioners, All Other 26.80 21.75 29.35 22.70 26.15 28.90
Medical and Clinical Laboratory 29-2011 1,540 58,280 45,220 64,810 50,040 57,920 68,020
Technologists 28.00 21.75 31.15 2405 2785 3270
Medical and Clinical Laboratory 29-2012 1,750 37,790 26,410 43,470 29,710 38,740 45,290
Technicians 18.15 12.70 20.90 14.30 18.65 21.75
Dental Hygienists 29-2021 620 63,260 44,460 72,660 51,620 62,960 73,810
3040 21.40 34.95 24.80 30.25 35.50
Cardiovascular Technologists and 29-2031 200 43,620 27,620 51,620 30,130 40,170 56,910
Technicians 20.95 133 24.80 14.50 19.30 27.35

@<L

Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-
thirds of the wage distribution respectively. The OES survey does not collect information for entry or
experienced workers. Tennessee Department of Labor & Workforce Development, Employment
Security Division, Labor Market Information. Publish date May 2012.

http://www.tn.gov/labor-wfd/wages/2012/PAGE0224 HTM 6/4/2014



Tennessee Occupational Wages: Total all industries in Memphis, TN-MS-AR MSA, Tenn... Page 1 of ]

TENNESSEE OCCUPATIONAL WAGES

[@<A

Total all industries
Memphis, TN-MS-AR MSA, Tennessee

Healtheare Support Occupations

QOcc. Est. Mean Entry Exp. 25th Median 75th

Occupation code empl. wage wage wage pet wage pct
HEALTHCARE SUPPORT OCCUPATIONS  31-0000 N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A  N/A

Home Health Aides 31-1011 1,540 22,430 16,590 25,350 17,620 20,900 27,100
10.80 7.95 1220 845 10.05 13.05

Nursing Aides, Orderlies, and Attendants 31-1012 5,370 23,110 18,660 25330 19,960 22,630 26,330
11.10 895 12.20 9.60 1090 12.65

Psychiatric Aides 31-1013 480 19,170 16,710 20,390 16,820 18,380 21,060
9.20 8.05 9.80 8.10 8.85 10.15

Occupational Therapist Assistants 31-2011 60 58,660 44,820 65,580 50,030 62,680 69,910
2820 21.55 31.55 24.05 30.15 33.60

Physical Therapist Assistants 31-2021 280 58,680 43,890 66,080 47,420 62,260 69,670
2820 21.10 31.75 22.80 29.95 33.50

Physical Therapist Aides 31-2022 180 22,440 16,800 25,260 17,870 20,840 24,990
10.80 8.10 12.15 8.60 10.00 12.00

Massage Therapists 31-9011 190 33,110 17,500 40,920 19,000 28,340 37,200
15.90 840 19.65 9.15 13.65 1790

Dental Assistants 31-9091 1,100 34,550 25,970 38,830 27,670 34,660 42,110
16.60 12,50 18.65 13.30 16.65 20.25

Medical Assistants 31-9092 2,490 28,270 22,540 31,130 24,130 27,390 30,730
13.60 10.85 1495 11.60 13.15 14.75

Medical Equipment Preparers 31-9093 N/A 30,170 23,080 33,710 24,730 29,370 34,940
. . 1450 11.10 16.20 11.90 14.10 16.80
Medical Transcriptionists 31-9094 240 33,930 26,570 37;610 28,320 33,250 38,030
1630 12,75 18.10 13.60 16.00 18.30

Pharmacy Aides 31-9095 170 23,480 18,460 25,980 20,010 23,200 27,460
11.30 890 12,50 9.60 11.15 13.20

Veterinary Assistants and Laboratory Animal 31-9096 260 25,570 18450 29,130 19,810 24,690 30,090
Caretakers 12.30 8.85 14.00 9.50 11.85 14.45
Healthcare Support Workers, All Other* 31-9799 1,040 30,380 22,190 34,480 23,630 28,170 36,640

14,60 10.65 16.60 11.35 13.55 17.60

R
Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-
thirds of the wage distribution respectively. The OES survey does not collect information for entry or

experienced workers. Tennessee Department of Labor & Workforce Development, Employment
- Security Division, Labor Market Information. Publish date May 2012. .

http://www.tn.gov/labor-wid/wages/2012/PAGE0226. HTM 6/4/2014



Attachment C.0D.6
ga500021 350

AGREEMENT FOR THE PROVISION OF GRADUATE MEDICAL EDUCATION
AT THE REGIONAL MEDICAL CENTER AT MEMPHIS

TBIS AGREEMENT is made and entered into this 1* day of July, 201 1, by and
between the University of Tennessee and its Cellege of Medicine (the “UNIV ERSITY™), and
The Shelby County Health Care Corporation d/b/a Regional Medical Cénter at Memphis (“The

MED"),
WITNESSETH

WHEREAS, the parties have operated under a master contract governing the pr'ovision
of graduate medical education (“GME”) at The MED for many years; and :

WHEREAS, the UNIVERSITY"S educational programs are intended to provide'
* Students and Residents with a variety of structured learning experiences, including the
participation in patient care activities; '

WHERX.AS, the parties acknowledge the fact that high quality medical care for patients
in a hospital setting is often associated with the participation of medical students and residents
participating in accredited GME programs; :

WHEREAS, both the UNIVERSITY and The MED will benefit from the participation of
Students and Residents providing patient care at The MED under appropriate supervision from
UNIVERSITY factlty physicians;

WHEREAS, the UNIVERSITY acknowledges the importance of The MED with respect
to its overall GME Programs and intends to provide The MED with a decision maling role in its
consortium commensurate with The MED’s importance as set forth in this agreement;

NOW, THEREFORE, in consideration of the mutual agreement and covenants of the
parties and for other good valuable consideration, the parties agree as follows:

L GENERAL INFORMATION-It is understood and agreed that:

A. The term “Resident™ shall include House Staff, House Officers, and Féllows
participating under the auspices of the University in a GME program approved or
recognized by the Accreditation Council on Graduate Medical Education
(“ACGME™). “Resident” shall include House Staff, House Officers, and Fellows
participating under the auspices of the University in the Bumn Fellowship or in
Oral Surgery. The term “Student” shall refer to a person enrolled as an
undergraduate in the College of Medicine.

B. It is understood by both parties that Students and Residents subject to this
Agreement, while participating to any extent in patient care activities, will be
permitted access to The MED premises for the exclusive purpose of medical
training by the UNIVERSITY, as an adjunct to the patient care activities taking




place at the MED and its facilities and are not, by virtue of such actions,
considered employees, agents, or servants of The MED for any purpose.

C. The UNIVERSITY is responsible for the control and supervision of the Students
and Residents and acknowledges sole responsibility for directing all aspects of
their medical education,

D. Throughout the term of this Agreement, Residents are employees of The State of

Tennessee, of which the University is a part. Resident's salary and benefits are
provided and paid by The UNIVERSITY or the State, aithough they will be
reimbursed as provided herein below by The MED.
The UNIVERSITY Residents are covered as State employees under the
provisions of the Tennessee Claims Commission Act (1985). Evidence of current
malpractice coverage reflecting inclusive dates and limitations, if any, will be
provided to The MED upon request.

1L TERMS OF PERFORMANCE
A, Resident Services
1. Staffing and Supervision.

a. The UNIVERSITY agrees to provide The MED with a house staff
of GME Residerits in accordance with the staffing levels and
departmental distribution specified in Exhibit B. House stafT,
including all persons enrolled in GME programs through the
UNIVERSITY, shall be referred to in this Agreement as
“Residents.” The UNIVERSITY shall be solely responsible for
recruiting, desigriating, assigning and training Residents at The
MED. The average number and geperal distribution of Residents
assigned to The MED shall be negotiated annually by the :
Associate Dean for GME and the Chief Medical Officer as Exhibit
B and shall be determined no later than May 1 for the academic
year which begins the following July. Periodic review shall be at
least quarterly or at the request of the Chief Medical Officer at The
MED. The numbers last in effect will not be changed in
subsequent years without the express agreement of The MED and
the UNIVERSITY. In participating in the designation of number
and distribution of Residents as set forth in this Paragraph The
MED assumes no responsibility for the recruitment or training of
the Residents, which shall remain the sole responmbﬂxty of the
UNIVERSITY,

b. The UNIVERSITY shall provide or make arrangements for
designating attending physicians, all of whom shall be faculty
members of the UNIVERSITY, for general supervision, and
direction of all Residents and Students at The MED, consistent
with the applicable guidelines developed by State a.nd Federal laws
and/or accrediting agencies. Such supervision shall be as directed
by the UTGME Supervision Policy as attached (Exhibit C). The
number of faculty aftending physicians shall be based upon an




established ratio of faculty to housestaff for the particular
department as set forth in Exhibit B.

C. In all cases the GME supervision ratio of faculty at The MED shall
not be less than one faculty member per four residents.

d. Patient care and treatment shall be provided by Residents only
under the supervision and direction of attending physician Faculty,
Nothing in this Agreement shall be construed as assigning
Residents to act on behalf of or under the direction of The MED,

Training Program.

1.

Medical Staff Membeyship. Faculty shall be-members of Medical Staff
and subject to, and bound by, all applicable medical staff and Hospital
policies of The MED. The UNIVERSITY shall be responsible for
notifying its personnel of The MED’s policies applicable to their job
responsibilities and shall cooperate with The MED’s training ptograms
designed to instruct staff regarding The MED’s policies.

Faculty Appointments, The MED’s medical staff members must be
appointed to the faculty of the UNIVERSITY College of Medicine in
order to be on the Training Program teaching staff at The MED. Any
faculty appointments shall be made by the UNIVERSITY College of
Medicine in accordance with its established policies.

Cost of Resident Service. The UNIVERSITY shall pay for or provide all
resident salaries, health benefits, workers compensation benefits,
applicable taxes and all other reemployment related benefits or expenses.
MED Payment of Resident Costs. The UNIVERSITY shall bill The MED
for Resident costs on a monthly basis ih accordanee with the provisions of
Paragraph IL D. 9. This payment and all funds provided to the University
under this Agreement are for the exclusive purpose of providing GME.
Accreditation of Teaching Program. The UNIVERSITY is responsible for
maintaining accreditation of medical education and training programs
implemented (in whole or in part) at The MED. The MED shall cooperate
with and assist the UNIVERSITY in maintaining such accreditation, as
provided for in this Agreement.

Documentation. The UNIVERSITY agrees to provide such
documentation as is reasonably required by The MED to verify support of
GME residents and Faculty. The methodology utilized by the
UNIVERSITY is subject to the approval of The MED.

Research

The MED recognizes and agrees that, as a part of its role as a teaching
hospital, it will be the location of research projects involving both
inpatients and outpatients. The MED agrees to make its patients available
for such research and to make its staff and equipment available to support
such research under the condition that any research grant application
undertaken by UNIVERSITY which requires participation in, or
coniribution to, patient access, space availability or other MED resource
allocation, will be submitted. to The MED’S CMO for approval. This
function will be carried out concurrently with IRB review and shall not



delay submission of the application to the outside agency. The parties
further agree that UNIVERSITY will include in its Research Grant
proposals expenses which The MED would incur for use of staff,
equipment and facilities if the study is conducted at The MED. The
University will advise The MED of Grants awarded. University will
reimburse The MED for expenses incurred for laboratory tests,
radiclogical studies, and all other procedures required by study protocols
or contracts at a mutually agreed rate. Unless otherwise agreed to, clinical
research studies conducted by the UNIVERSITY at The MED are
governed by a Clinical Research. Agreement between the parties dated
October 22, 2007.

The MED.

L.

The MED shall, at its own expense, own, maintain and operate the
Hospital with qualified and adequate personnel, and provide sufficient
supplies, equipment, and facilities in order to maintain a hospital in
compliance with the acereditation standards of The Joint Commission
(*“TIC”), ACGME, and any other applicable accrediting and regulatory
bodxes and in conformity with all applicable state and federal laws rules,
regulations and standards.
The MED shall cooperate with the UNIVERSITY to maintain teaching or
education accreditation standards within their control, and notify the
UNIVERSITY within 15 days of such tite as The MED has knowledge of
matters which may compromise educational program accreditation. Any
such notice shall be given in writing, delivered only to the
UNIVERSITY’s Office of Graduate Médical Education, and shall be
handled in such a manner as to preserve such privileges as may be
available under apphcable law, including but not limited to peer review
privilege.
The MED shall include UNIVERSITY personnel in training programs
regarding medical staff Hospital policies, and shall cooperate with the
UNIVERSITY in instructing UNIVERSITY personnel regarding medical
staff Hospital policies.
‘The MED will provide the physical facilities and other equipment
necessary for the clinical educational experiences of Residents and
Students as agreed upon by both parties,
The MED will provide opportunltles for Residents and Students to have
satisfactory training experiences commensurate with the standards for
Liaison Committee on Medical Education (“LCME”) accredited medical
schools and ACGME accredited programs.
The MED agrees to provide appropriate call quarters mcludmg providing
the availability of food for Residents and Faculty supervising physicians
on call and agrees to provide parking facilities for Residents, and Faculty
supervising physicians assigned to The MED. The MED agrees to take
reasonable precautions to provide a safe environment for Residents.
The MED shall permit Residents to have (a) access to patients as
designated or assigned to them by their supervising Faculty attending



10.

11.

physicians, (b} access to the charts of those patients assigned, and (c)
access t0-and use of clinical information retrieval systems within The
MED.

The MED through its Chief Medical Officer may suspend patient care
responsibilities or otherwise exclude from the Hospital any Resident or
Student who fails to adhere to The MED’s policies, procedures and quality
expectations, subject to final resolution of any such individual’s status by

The MED and the UNIVERSITY. The UNIVERSITY shall provide

replacement services to The MED for any Resident suspended or excluded

“hereunder, if available. The UNIVERSITY retains the sole right and

responisibility for discipline and/or texmination of residents.

The MED agrees to compensate the UNIVERSITY on a monthly basis
upon receipt of an invoice from UNIVERSITY for the Residents and
faculty supervision of Residents in accordance with fixed amounts, set in
advance and agreed upon in writing by the parties and attached as an
amendment to this Agreement (Exhibits A & B), The fixed amount shall
include any compensation of the Residents’ salary and benefits and any
associated administrative costs mutually agreed upon by the“parties
(Exhibit A).

The MED shall provide baseline medica) treatment and cart to any
Resident, for any injury incurred on the job, including withoirt-limitation,
source-patient testing or screening as appropriate, with transfer of the
Resident's medical records necessary for such Resident to receive

" subsequent care throngh the UNIVERSITY health care benefits program,

which shall assume full Workers' Compensation responsibility for any
injury related to an occurrence in the work place. The MED is not
responsible for medical care for Residents except this first aid.

The MED shall provide certain on-duty benefits to Residents as
established by the GME Committee.

The UNIVERSITY

iR

The UNIVERSITY shall perform the responsibilities of a LCME
accredited College of Medicine. This responsibility includes the exclusive
contro! of the education and evaluation of Students.

- The UNIVERSITY shall perform the responsibilities as the institational

sponsor of the Graduvate Medical Education Program as described in the
“Essentials of Accredited Residencies” published by ACGME. This
includes the establishment and maintenance of a Graduate Medical
Education Committee (“GMEC”) which rheets at least quarterly and
whose membership shall include representation of the major affiliated -
institutions, appropriate UNIVERSITY administrators, and peer selected
residents. After consultation with each hospital that has a Major
Affiliation Agreement with the College of Medicine, the dean of the
College of Medicine shall appoint a representative of that hospital to the
GME Committee. The GMEC Chair and/or the UNIVERSITY"s
Designated Institutional Official (“DIO™) shall present an annual report to
the appropriate committees of the Medical Staff of The MED, reviewing



10.

11.

the activities of the GMEC as required by the ACGME Institutiorial
Requirements. The GMEC and The appropriate Medical Staff committees
of The MED shall have the opportunity to regularly communicate about
the patient safety and quality of patient care provided by the Residents.
The UNIVERSITY shall centralize records and institutional administrative
support for all approved medical education programs in the Office for
Academic Affairs for Students and the Office of Graduate Medical
Education for Residents. This shall include but not be limited to: 2)
maintenance of master records of all Residents and Students assigned to
The MED, including information necessary for certification, scheduling
and rotation; b) payroll and fringe benefits administration; ¢) the
provision of central payroll function for paychecks of all Residents
assigned to The MED; and d) monitoring of Resident Agreements and
payroll forms,

The UNIVERSITY shall invoice The MED monthly for its pro rata share
of Resident costs on a regular basis, including salary, FICA, fringe
benefits, and any administrative costs in accordance with Paragraph II. D.
9. :

‘The UNIVERSITY shall establish appropriate policies and procedures to
govern GME programs in compliance with ACGME and have these -

" policies available on the GME website for all residents and participating

institutions.

The UNIVERSITY shall determine the qualifications for, interview, and
accept all Students in the College of Medicine. The UNIVERSITY shall
determine the qualification for, recruit, select, and appoint all Residents in
the GME program.

In compliance with TJC standards, the UNIVERSITY shall make
available on the GME website a listing of all Residents and the procedures
that the Resident can perform without supervision. In addition, the
UNIVERSITY shall provide adequate communication resources and
technological support, at a minimum through computer and internet acoess

~ for the DIO, GME staff, and personnel, Program Directors, faculty,

Residents and The MED,

The UNIVERSITY shall assure compliance W1th Tennessee Medical
Board licensure requirements for Residents.

The UNIVERSITY will assign Residents and Students to The MED on a
rotating basis. Such assignments will be made by the Office of Academic
Affairs through the individual clerkship directors for students and the
respective program directors for Residents.

The UNIVERSITY will remove a Student or Resident from the clinical
experiences at The MED at the request of The MED if the Resident’s or
Student’s behavior and conduct are inappropriate. This shall be consistent
with the provisions of Paragraph II D.8. of this Agreement.

The UNIVERSITY faculty will be responsible for the supervision and
control of Residents and Students at The MED. Faculty members will be
responsible for providing supervision according to UNIVERSITY polices
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and/or LCME/ACGME, or other appropriate practice specialty guidelines.
Faculty members will be responsible for providing attending and
consultative services for all unassigned patients of The MED in
accordance with the privileges granted to them under the Medical Staff
By-Laws.

12, Faculty will supervise the education of Residents and delivery of patient
care services associated with GME activities at The MED, serve as
attending and consultative physicians in accordance with the Medical Staff
Bylaws of The MED, and provide for appropriate documentation of
treatrient to patients personally or through documentation pravided by
Residents,

13, The Office of Graduate Medical Education shall report to The MED on a
periodic basis the Residency Review Committee accreditation status and
the results of an annual or their periodic survey of Residents seeking
feedback from Residents as to their satisfaction with the UNIVERSITY’s
training programs at The MED’s facilities.

14, The UNIVERSITY shall assist in preparation of data énd scheduling of
site visits for accreditation of Training Programs by the ACGME and
other official accreditation bodies.

15, The UNIVERSITY shall prepare, on behalf of the Program Director of
each Training Program, certificates indicating satisfactory completion by a |
Resident of training years.

COORDINATION OF GME ACTIVITIES

Al

to

The primary UNIVERSITY representative for the day to day managermnent of this
Agresment will be the Associate Dean for GME for Resident issues and the
Associate Dean for Academic Affairs for Student issues.

The primary-MED representative for the day to day management of this
Apgreement will be the Chief Medical Officer (“CMO™).

Dispute Resolution will be addressed by the Chancellor of the University of
Tennessee Health Sciences Center and Chief Executive Officer for The MED and
follow the procedure set forth in. Paragraph VI. Y. below.

The MED’s CMO will monitor Resident rotation schedules monthly to assure
compliance with the annual Resident GME budget, rotation assignment plan and
UTGME Supervision Guidelines. In conjunction with this review of the rotation
schedule assignments, the GME office will track the actual level of faculty
physician supervision provided as compared to the level budgeted.

Based upon the above monitoring, if the amount of Resident/faculty supervision
services provided is less than the amount budgeted the overpayment will be
rebated to The MED. Variances from the established budget will be monitored
and reconciliations made on not less than a quarterly basis. .

TERM AND TERMINATION

A.
B.

Effective Date. The effective date of this Agreement shall be July 1, 2011.
Term. The term of this Agreement shall be five (5) years, beginning on the
effective date of this Agreement and ending June 30, 2016, As ACGME requires



Wil

all hospital agreements to be no more than five years old, this Agreement cannot
be extended for additional time beyond 2016.

G Termination,
1. For Convenience. This Agreement may be terminated without cause by
any party by the provision of at least 365 days prior written notice to the other
parties.
2. Upon Material Change. In the event of a change or changes in the health
care regulatory or reimbursément environment which could reasonably be
expected to substantially deprive any party of one or more of the material benefits
contemplated by this Agreement, then the parties shall, within fifteen (15)
calendar days following notice from one party to the other of the occurrence of
such a change begin negotiations in good faith to amend this Agreement &s
necessary to restore the parties to a mutually beneficial relationship under this
Agreement. In the event such negotiations fail to produce, within thirty (30) days
following the original written notice of the occurrence this Agreement may be
terminated by either party upon an additional sixty (60) days written notice to the

othex party.

INDEMINIFICATION

Each party to this Agreement agrees that if it is found to be without direct fault through
the acts or omissions of its employees er-egents; and is held liable for the acts or
omissions of the other party’s employees eregents solely arising out of their failure to
provide medical care in accordance with the recognized standard of professional practice,
its rights of contribution or indemmity as provided by the applicable laws for.the State of
Tennessee may be pursued in accordance with such laws. Further, each party agrees that

the exclusive remedy for claims against the University under this section, if it asoepts
such jurisdiction, lies in the Tennessee Claims Commission. The Hability of The MED
(and its obligation to indemmify) is subject to the provisions of the Governmental Tort
Liability Act, T.C.A. 29-20-101 e, seq., and nothing in this Agreement shall be

considered as extending or expanding the limitations on recovery allowed under actions

brought agamst Ihe MED that would otherwise be covered under that statute. j 5@.\

e-extent any claims are hronght against The MED-foff
1hvmmmmmmﬁeﬁwﬁeadeﬁtﬂf5{ﬂ&em&cf&uﬁﬂgwsm&awﬂdepaaﬁhw

lia

ﬁﬂ&hﬂiﬂg—eﬁ—we%aﬂe#ﬁhmﬁmghgcmﬁﬂperﬂma—mmm&hew—

d.mslsﬂ-mslmwdﬂl«endmg.sad_clmw \Mm MMM

MISCPL%M w -30\.

A. Confidentiality.
1. Patient Records. The Parties shall maintain the confidentiality of all
patient records and shall comply with all applicable federal, state, and
local laws and regulations, Hospital and Medical Staff By-Laws, policies,

and procedures regarding the confidentiality of medical records.

waanen Qe

2. Privileged Information. Each party shall maintain the confidentiality of all |

information provided by any other party to which legal privilege may



apply. Each Party shall disclose privileged information only to personnel
under its supervision and only ori an as needed basis consistent with
applicable law. All personnel of each Party shall be bound by the
provisions of this Section, and each Party shall be responsible for
informing personnel under its supervision of these requirements, as
appropriate. No party shall be in breach of this Section solely by reason of
its compliance with federal, state, or local law requiring disclosure of
privileged information, provided that prior to any such disclosure such
Party shall notify the other Party in writing of its intent {o disclose such
information, and shal} permit the other Party a meamngful opportunity:to
assert any applicable privilege.
Risk Management and Quality Assurance. The Parties shall cooperate in risk
management and quality assurance activities and shall exchange information for
risk managemcnt and quality assurance purposes. Provided, however, nathing
contained herein shall be construed as abrogating the attorney-client privilege or
otherwise adversely affect the attorney-client relationship or any quality
assurance/peer review activity, and provided further that each party shall take all
reasonable steps to preserve any such applicable privilegs,
Maintenance of Funding for GME. The Parties will work diligently to maintain
Graduate Medical Education funding from state and federal sources. Any state or
federal GME funds paid to the UNIVERSITY will be transferred to The MED
based on annual negotiations.
Independent Contractor. In the performance of this Agreement, the
UNIVERSITY and The MED are at all times acting as independent contractors,
No party shall have or exercise control over the specific mcthoas by whlch the
+ other perform their duties under this Agreement
Assignment and Subconitracting; This Agreement shall be bmmng and to the
benefit of the Parties and their respective successors and assigns; provided,
however that no Party my assign any of its interests, rights or obligations under
this Agreement without the prior writien consent of the other Party. No Party
may subcontract for the performance of any of these duties under this Agreement
without the prior written consent of the other Party. This provision shall not limit
the right of any Party to engage individuals who may perform services under this
Agreement; however each Party shall remain fully responsible for its performance
as provided in this Agreement,
No Third Party Beneficiaries. None of the provisions of this Agreement are or
shall be construed as for the benefit of or enforceable by any person not a Party to
this Agreement,
Modification. This Agreement constitutes the entire agreement of the Parties with
respect to its Resident and GME Services, and supersedes all prior agreements,
representation, or communication, oral or written, relating thereto. This
Agreement may not be modified except by a written amendment properly
approved and executed by all Parties.
Wajver. No waiver, express or implied, of any breach of this Agreement shall
constitute a waiver of any right under this Agreement or of any subsequent
breach, whether of a similar or dissimilar nature.




10

HIPAA. The MED and the UNIVERSITY shall comply with the Health Insurance
Portability and Accountability Act of 1996 (HIPAA), 45 C.F.R. Parts 160 & 164
Privacy and Security Laws as may be amended from time to time..

Severability. If any provision of this Agreement shall be unenforceable for any
reason, the rermaining portions shall remain in force and effect; provided,
however, that if the removal of any such provision has the effect of materially
altering the obligation of any Party so as to cause serious hardship to such Party
or to cause such Party to act in violation of its Articles of Incorporatien the party
so affected shall have the right te terminate this Agreement upon thirty (30) days
written niotice to the other Party.

Governing Law. The Agreement shall be governed by the law of the State of
Tennessee:

Related Parties and Subcontiactor Requirements. Each party shall, upon proper
request, allow the United States Department of Health and Human Services, the
Comptroller General of the United States, the Tennessee Department of Health,
the Tennessee Department of Finance and Administration, and their dily
authorized representatives access to this Agreemerit and to all books, documents,
and records fiecessary to verify the nature and extent of the costs of services
provided by any party under this Agreement, at any time during the term of this
Agreement.and for an additional period of five (5) years following the last date
services are furnished under this Agreement. If any party carries out any of jts
duties under this Agreemeént through an agreement between its and an individual
or organization related to it, that party to this Agreement shall require that a
clause be included in such agreement to the effect that until the expiration of five
(5) years after the furnishing of services pursuant to such agreement, the related
organization shall make available, upon request to the United States Department
of Health and Human Services, the Comptroller General of the United States, the
Tennessee Department of Health, the Tennessee Department of Finance and
Administration, and their duly authorized representatives access to this
Agreement and to all books, documents, and records necessary to verify the
nature and extent of the costs of services provided by any party under this
Agreement. '

Equal Opportunity. The parti¢s shall abide, to the extent applicable thereto, by
the provisions of Titles VI and VII of the Civil Rights Act of 1964 (42 U.S.C.
Sec. 2000e et seq., as amended), which prohibits discrimination against any
employee or applicant for employment or recipient of services on the basis of
race, religion, color, sex or national origin. The parties further agree to abide by
Executive Order No. 11246, as amended, which prohibits discrimination on the
basis of sex; the Age Discrimination in Employment Act, 29 U.S.C. Sec. 621 et
seq., as amended, and 45 C.F.R. 90, which prohibits discrimination on the basis of
age; Section 5045 of the Rehabilitation Act of 1973, 29 U.8.C. Sec. 701 et seq.,
which prohibits discrimination on the basis of handicap; and the Americans with
Disabilities Act, 42 U.S.C. Sec. 12101 ¢t seq., and 29 C.F.R. 1630, which
provides that no qualified individual with a disability, by reason of such disability,
shall be denied employment, excluded from participation in, or denied the
benefits of services, programs or activities.
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R.

!

Binding Effect Upon Successors. This Agreement shall be binding upon and
inure to the benefit of the parties and their respective heirs, executors,
administrators, successors, legal representatives and assi gns; provided that this
provision shall not be construed as permitting assignment, substitution, delegation
or other transfer of rights or obligations except strictly in accordance with the
other provisions of this Agreement.

Integration. This Agreement constitutes the entire agreement between the parties
pertaining to the subject matter hereof, and supersedes all prior agreements and
understandings_ pertaining thereto. No covenant, representation or condition not
expressed in this Agreement shall affect or be deemed to interpret, change or
restrict the express provisions hereof unless reduced to writing and signed by both
parties.

Exhibits, Eic. All exhibits and other documents attached to or to be delivered in
conneotion. with this Agreement are expressly made a part of this Agreement.
Further Assurances.. The parties shall execute and deliver all documents, provide
all information and take or forbear from any action that may be reasonably
necessary or appropriate to achieve the purposes of this Agreement.
Authorization. Each individual executing this Agreement does thereby represent
and warrant to each other person so signing (and to each other entity for which
another person may be signing) that he or she has been duly authorized to execute
this Agreement in the capacity and for the entity set forth above such person's
signature.

Execution by Counterpart. This Agreement may be executed separately or
independently by the parties in counterpart, each of which to gether shall be
deemed to have been executed simultaneously and for all purposes to be ane
instrument,

Force Majeure. Neither party shall incur any liability to the other party, nor shall
either party be entitled to terminate this Agrecment, if the performance by either
party of its obligations under this Agreement is prevented or delayed by act of
God, the public enemy, earthquakes, fires, epidemics, civil insurrections,
curtailment of or failure to obtain sufficient electrical power, strikes, lockouts or
similar unforeseen and unusual circumstances beyond the conirol and without the
fault of such party. Any party claiming any such excuse for non-performance
shall use its best efforts to avoid or remove such cause, shall continue
performance to the degree possible and as soon as possible; and shall give prompt
written notice to the other party of the situation.

Compliance with Applicable Laws. The parties shall comply with all applicable
statutes, laws, rules, regulations, licenses, certificates and authorizations of any
governmental body or authority in the performance of its obli gations under this
Agreement. This Agreement shall be subject to amendments to applicable lawsg
and regulations relating (o the subject matter hereof, but to the extent that any
inconsistency is thereby created, the parties shall used their best efforts to
accommodate the terms and intent of this Agreement and of such amendments.
Each party shall obtain and maintain current and in force all licenses,
certifications, authorizations and permits (and shall pay the fees therefor) required
to carry out its obligations under this Agreement.
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Notices. Unless otherwise specified in this Agreemenit, any notice, document, or
other communication given, or made hersunder shall be sufficient in writing and
shall be deemed given upon (2) hand delivery, (b) transmission by facsimile and
oral confirmation of receipt, (¢) deposit of the same in the United States registered
or certified mail, first class postage and fee prepaid, and correctly addressed to the
party for whom it is intended at the following addresses:

If to The MED: Chief Medical Officer
Regional Medical Center at Memphis
877 Jefferson Avenue
Memphis, TN 38103

Chief Legal Officer and General Counsel
Regional Medical Center at Meémphis
877 Jefferson Avenue

Memphis, TN 38103

If te the UNFVERSITY: Associate Dean GME
' 010 Madison Avenue Suite 1031
Memphis, TN 31863

Or at such other place or places as shall from time to time be specified in a notice
similarly given. Each Party shall promptly notify the other Parties of any change
of address.

Nondiscrimination. The parties hereto agree not to discriminate against any
individual on account of race, relation, national origin, or handlcap unrelated to
the reasonable requirements of this Agreement,

Section Headings. Section Headings are for convenience only and shall not be
canstrued as part of this Agreement.

Dispute Resolution. Any controversy, dispute, or disagreement arising out of or
related to this Agreement or the breach of this Agreement shall be settled in
accordance within this provision. In the event a dispute arises between the
parties, each party shall be obligated to meet and confer with the other in good
faith, on reasonable notice and at a mutually agreeable location. The parties agree
that if either party refused to: participate in such a conference, or if such a
conference fails to produces a mutually acceptable resolution of the dispute within
a mutually acceptable time, either party may submit the matter to mediation. Such
mediation will occur upon consent of the parties which consent may be withdrawn
at any time.

Compliance. The parties enter irito this Agreement with the intent of conducting
their rela’uonslnp in full compliance with applicable state, local and federal law,
including the Medicare/Medicaid anti-kickback/Fraud and Abuse provisions and
the Stark Law. Notwithstanding any unanticipated effect of any provisions
herein, neither party will intentionally conduct itself under the terms of this
Agreement in a manner to constitute a violation of said statutes, UNIVERSITY
agrees to cooperate fully with compliance efforts of THE MED designed to




comply with applicable federal and/or state statutory and regulatory requirements
in accordance with THE MED’s compliance plan, including, but not limited,
adherence to the THE MED’s Code of Conduet,

IN WITNESS WHEREOF the parties have entered into this Agreement as of the day and year
first state above,

MM_———/ 4.2
University of Tennessee Date
Anthony A Ferrara
V:Cﬁ cellor, Fmance and Opetrations

) Q/ 11 /&@/'/
(ﬂ% eylical Center / / Date
egh opwood, MD :

Chief Executive Officer

13



in
\.\\\ t%

$2INpayos snojaaid woy sjes sewnssy ,

@ asw

juesaid jou ejep leuoifas usym pasn El2p uoibsy iy ‘uoifsy useyinag ‘sie0q 1055801 S|BI0OSSY DINYY BAOT 198121 SBjEy

0¥'S.5'826'2 % 96/°6E e
00°598'2€1 ¢ Q0°006'c6E 00'000'cos 0050 0520 4 ABotoin ABojo1fy
00'SL¥'ZrL $ 00°006'c0 00°000'cLe 0050 0520 4 Aebing a1e) jeonud kreBing
05°£0€'08 $ 00008'ssh 00°000°sSe 05Z'0 0520 0¢ KLeBing sopseiy Aefing
0S°286'€E€0't . $ 00°006'e6E 00°000'¢0g 0SL'¢ 0sz0 00z Aefing Kebing
00°0.G'262 & 0000L'sey 00:000°228 000'L 0820 ot KSojoipey ABcjoipey
06716516 $ 00°006's8] 00°000'SHL 05270 0§20 0¢ Anetyodsd Aenyofsy
- $ - = 05Z'L 0520 oc ABojopuos N satjerpay
00'002'002 $ 00008822 00°000'02 L 081 08Z°0 0’9 soynelpad soujerpay
- $ 00005°0v2 00'000'c8L 0000 0520 00 ABojoyiad ABojoyyed
00°685'652 ¢ - - 00070 05Z'0 o'g LAsBing [eio fysnueg
00°69.'6Z1 $ 00°006'49¢ 00°000°'cgT 00S'0 0520 0z ABojobuiieiin  ABojobukiejaln
0o'0Ze8'v8L't ¢ 00°009'cst 00°000'24€ 00S'E 0520 0'rl sojpsedelyuo  solperdoypoy
0s°qeL'vel $ 00005's0e 00°000'5E2 09t Q520 i ABojowreyiyda  ASojowneyyydo
09°266'68S'L  $ 0000C'ELe 00°000'152 08T L 0520 ole NAD/EO NASMO
05°/81'90¢ $ 00005'9.S 00°000'G¥y 052} 0820 gt febinsaina  Aebinsounan
0S°C.0'8LL ¢ 00006'vzZ 00°000'€L L 0820 0820 oe ABojoinaN ABoiornsp
08°Z9z'se $ 00005102 60'000'sSt 0820 0050 o'l ABojojetunaipy i
00°G41L'p8 $ 00°005'0vZ 00°000'sgt 0050 0050 (33 ABojouounnyg i
00°006'L8 ¢ 00°000'%EZ 00°000'08) 00570 0050 04 ABajorydap "
05°208've $ 00008'ss] 00'000'€S L 0520 0820 0L 8sB8s|(] Snoncsu| "
00'598'9Y $ 00009282 00°000's0Z 0520 005°0 0L ABojooup/ABoreieway M
06'66L°L0S'L ¢ o0000S'HLZ 00°060°Gol 5998 ££€°0 09z BUPIPA [elIaI] UaD i
00'0¥E'8s1 $ 00009°Los 0(°'000'2eZ 0520 0050 0z ABojoisjusonses "
06°268°cE £ 00002'¢sL 00°000 'L 0520 0080 o't ABojoutoopug i
00°0€6'202 $ 00°006'682 00°000'€Z2 000} 0050 0z ABojoreulieg B
06201L°/5 . ¢ oo'one'eze 00°000°152 0520 00570 0'¢ ABojoipien 7
= $  00°009'v8L 00'00a'zrL 0000 0050 00 . ABojounwiujABia|y auipey

%04 7%0¢ I8 slijsusg  ¥eY WvyY Buisiaedng oney sjuspissy # Aetredg uaukdag
1B 1509 |enuuy Rmoey # JuopISaY

01 Ajjnoey

Helsasnoy o uorsiuedng

1102 ‘2l Menuep TLAL - 9 HQIyxg



o

oS elE'L6r's ¢

€1°909'g9

82'a91'z26Z2'sy
ELGLEOLE T
0gSLL'pyi'e
88'66'S66'1
G1°045'608" .
51°228'002'6
8E¥6L'SLE'S
09°e52'8L2'0L

A
134 1810

Sl
€
74
Lti
8EL
Skl
<9t

Seri

§ weapsaysuy

08g

sy

a3n

in

sjuapisay #

0o%'L$ oes ses
80°L90'b2 00+°L8 0gs ses
09'ElLZes oor'Ls 0es GesS
£1°998°0, 0oF'1L % 0gs ges
S9'8l5'8e foloi %~ 0es gl
85°1/9'69 00b'L$ 0es ses
8e'Ze5' g 0or'Ls 0es Ses
06'780'c9 00F'L$ 0% ges
oL timpy  §Puy e
ADd AN qazr [BtWILIy

siydiap u SIUapIsy 8L Jo JNoE aBeione ay)

00gs$

00zs
ozd
00z3
00zs
Qoes
0074
coes

Sieey
qe}

“fosimooe aspaid yim papalord eg joutes sj2as] A

0Ls

otg
cis
01g
ot$
Dig
0Ls
0is

Ry

00vs

olek

00¥%.

oor$
Covrs
covs
0ov$
0ors

EEX ]

SSURIY  FWOOV

ace’1s

008'L$
008’14
geg'Ls
008'1%
00g'18
0oB'ts
008’1 $

Twwoy
suneiy

009%

009$
0098
0093

. 6098

009%
cosg
0094

g
¥ s

0sL'/$

0S4'/8
052'24
0672'2%
0s2°/%
0828
05.'1%
082'2%

e

YIBIH

< 8U) JBul St S foj uoseal 3y (g
~ “fendsoy senonied sw W ety teue)
todn paseq s Juepisalsad )80 pepaloid 3yl (| :ssjop

B8LS SCi8 928'cd  Ovo'ocs  sbelany
86°0%+8 k% £SE'RS  00°006'9S A
09°22v$ €L eTZ'Wwe 0000T'se L)
SERART ¥eld  eso'rd 0000S'es e
Sy Love 0cl$  g95'ct  00'008'LS ¥
8¢ eees SZi$ ge8'e: co0OL'0S S
£8'G/ES 12ls oL2'es 0000S'sy 4
0L79¢$ L8 08g'es 000089y 3
Y%0SELE  Y%O00STO %%S)L  KaEws [3a0%
194

dwsuiy  dwoda YOI assgy

€102 Ad 1800 Wapisay peseq sjyduayy

v aqIyxg



GME Policy #410 RESIDENT SUPERVISION " Bevl Julyos

RESIDENT SUPERVISION

PROGRAM LETTERS OF AGREEMENT

In order to ensure residents receive appropriate educational experience under adequate supervisjon, a
Program Letter of Agreement (PI.A) will be updated and signed annually by the program director
and site director for each participating site providing a require program assignment. The PLA will
include the following information: '

- identify faculty name/or general faculty group who teaches/supervises residents;
- specify their responsibilities for teaching, supervision, and formal evaluation of residents;

- specify the duration and content of the educational experience; and
- state that residents must abide by the policies of the site, the program, and the GMEC.

A copy of the PLA will be sent to and maintained in the GME office.

Individual programs must have specialty-specific supervision policies. Listings of procedural
competencies by resident name and by program can be accessed.on the GME Resident Supervision

web page.

INSTITUTIONAL POLICY ON RESIDENT SUPERVISION
The following resident supervision policy has been approved by the Dean of the College of

Medicine: hitp://www. uthse.edu/GNE/supervision 2hp. Development criteria were to-promote
patient safety, provide educational excellence, but maintain autonomy based on demonstrated
education competence, The policy is effective in all training sites without regard to patient insurance
status or time of day. Residents and faculty members in training programs under the auspices of
ACGME will abide by the supervision and documentation schema as noted below.

University of Tennessee Graduate Medical Edueation Resident Supervision Policy

Resident Activity | Resident Activity Description of Supervision Brocumentation of Supervising
infmum Lavel*

A, [INPATIENT Hew Admission [Resldents will notify Lovel # 2, Co-slgnature not sufficlent
CARE [teparimental attending
physlcian upon patient
admiaslion, The urgency
of notificatlon is hased
upon severity and mcuity,
of patient. The
[deparimantal attending
physilcian must see and
avaluale the patient
within ona calendar day
of admission. J

Sponsoring Institution: University of Tennessee College of Medicine Eff. 10/1/06
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GME Policy #410

RESIDENT SUPERVISION

Revl July(s

Departmental attending
physiclan Is personally
Involved fn ongoing
care.

Continulng Care

Level #4

Because of the unstable
nature of patients'In
ICUs, Involvement of
departmantat attending
physleian is expected
on admisslon and at
leaston a dally basls,

Intensive Care

Level #4

The departmantal
attending physlcian
must be Involved {n
tiecision to discharge or
transfer patient.

Hospital Discharge/
Transter

Level #3 Discharge Summary
Slginature or Transfer Note
Co-signature

B. [OUTPATIENT
CARE

The departmental
attanding physiclan
must be present in the
clinle, Every new patlent
musl bé seen by and/or
discugsed with the
departmental attending
physiclan,

New Patlent Visit

Level # 2, Co-slgnature
not sufficlent

attending physician wil
assure clinic discharge
Is approprlata.

Return Patlent Visit |The departmantal L.evol #4
attending physician
must be present in the
cilnic.

Clinic Dischaige The departmental Leval #4

GPERATING /
DELIVERY
ROOM

o

The departmental
attending physiclan
must physically be

[The departmental
attending physiclan
must be notifiad

priorto the prosent, within the
scheduling ofthe  [facility where the
procedure, procadure occurs, for

the major components
of the procedure and
dagree of Involvemant
documaentod,

Lovel A: Attending performing
the procedure, assisted by resident

Leval B: Resident performirig
the procedure and the

|[departmental attending

physician Is scrubbed

Leval C: Resldent performing
the procadure with the
departmental attending
physiclan not scrubbed,

hut present in Operating Room

Sponsaring Institution: University of Tennessee College of Medicine

2

Eff. 10/1/06
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RESIDENT SUPERVISION

Revl JulvDB

Level D! Resident parforming
the procedure with the
departmental attending
physician not scrubbed,

hut present [n sulte or facility

Level E: Emergency Care —
Immeadiate care Is InHiated to
presarve life or prevent impairment.
The procedure Is InHiated with

the departmental attanding
physiclan contacted and In routs

D. [CONSULTA-"

Depanimental atlending physiclan must
supervise all consults.

TLeveI #4 cons(stent with patient's
condition and principies of

-OFL%I:{?J‘T 2:;19:1:, graduated responsibiilty,
Emergancy
Deparlinant)

. RADIOLOGY/ All reports verified by departmantal
PATHOLOGY attending physiclan prior to releass

. [EMERGENCY |Asslgned Emergency Dopartment Altending
DEPARTMENT physician must ba present In the emergercy

must be invalved In disposition of all

(see A.).

department and Is the atiending of record.
Asslgned Deparimental ettending physician

patlerits, Patlents £0 be admitted are then
assigned to clinical Department Attending

Lavel #4 consistent with patlent's
condltion and princlples of
graduated responsiillity,

G. [ROUTINE
BEDSIDE &
CLINIC

PROCEDURES

Level #4 consistent with patient's
conditlon and principles of
graduated responsibility as
outlined on GME supervislon
web site

ihvwer uthso.ee

Sponsoring Institution: University of Tennessee College of Medicine
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GME Poljcy #410

RESIDENT SUPERVISION

. [NON-

ROUTINE,
NON-
BEDSIDE,
NON-OR
PROCEDURES

(e.g., Cardiac Cath,
andoscopy, interventional
radlology-,atc)

[The
departmental
attending
physleian must
Physically be
prosant within
tha facility
where the
procedure
nccurs, for the
major

[components of

the procedure

and degree of
Involvement
documented.

Level A: Attending perfonning the
pracedurs, assisted by resldent

Level B: Resldent parforming the
procedure and the departmental
attending physician is asslsting

Leva| C: Resldant performing the
procedure with the departmental
attending physiclan not assisting,
but prasent In sulte,

Lavel D; Realdent performing the
procedure with'the depaitmentat
lattending physiclan not assisting,
but present in sulte or facifity.

Level E: Emargency Care ~
Immediate cars is'initiated to
preserve life or prevent Impairment.
[The procedure Is Initiated with the
departmental attending physician
contactad and {p route.

*Level of Supervision Documentation

1. Departmental attending physiclan Note

2. Departmental attending physiclan Addendum to the resident's note (not a co-signature)

3, Departmental attending physician Co-slgnature Implies that the departmental attending physiclan has reviewer
the rasident's note, and absent an addendum to the contrary, concurs with the cantent of the resldent's note,

4. Resident Documentatlon of departmental attending physiclan supervision. (e.q., "l have sean.and/or discussed
fhe patient with my departmental attending physician, Dr. X, who agrees with my asssssment-and plan.”)

Sponsoring Institution: University of Tennessee College of Medicine
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general
’ (Name of Newspaper)

circulation in Shelby and surrounding-Counties, Tennessee on or before June 09, 2014 for one day.
(County) (Month / day) (Year)

e e e e L ot T ]
e e e e e e e e e e e e e S e S T S e S S S o e e e e e e o o o o 1 o o o o o e o s e s e s S S ) P P P S S e o R S B e e

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. §68-11-1601, et seq., and the Rules of the Health Services and Development Agency,
that Regional One Health Imaging, LLC, 6555 Quince Road, Memphis (Shelby County), Tennessee 38119
(“Applicant”), a wholly-owned subsidiary of Shelby County Health Care Corporation, d/b/a, Regional One
Health, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103 (“Owner”), owned and managed
by itself, is applying for a Certificate of Need for the establishment of an Outpatient Diagnostic Center,
including the initiation of MRI services along with CT, Mammography, X-ray/fluoroscopy and Ultrasound
services. There are no new licensed beds and no major medical equipment involved with this project, other
than what is mentioned above. It is proposed that the Applicant will be licensed by the Tennessee Department
of Health. The estimated project cost is anticipated to be approximately $5,800,000.00, including filing fee.

The anticipated date of filing the application is: June 13, 2014.

The contact person for this project is E. Graham Baker, Jr.. Attorney
(Contact Name) (Title)
who may be reached at: his office located at 2021 Richard Jones Road, Suite 120
(Company Name) (Address)
Nashville TN 37215 615/ 370-3380
(City) (State) (Zip Code) (Area Code / Phone Number)
%‘Wmc @ June 09, 2014 graham@grahambaker.net
| (Signature) / (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received befween the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business 'day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

A e P P i S e e S S e e e e - St o e S S 5 e S Pt B B e e bt S S S S e e SR B S S e S ‘et St e e S S S e e e B o e A T T
e e e e e e e e e e e e T N N L S o o o e e e e e e o e e o e o o o o 1 e e et . i s e o B S s P S Bl s o s o e

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

* The project description must address the following factors:
1. General project description, including services to be provided or affected.
2. Location of facility: street address, and city/town.
3.  Total number of beds affected, licensure proposed for such beds, and intended uses.



Major medical equipment involved.

Health services initiated or discontinued.

Estimated project costs.

For home health agencies, list all counties in proposed/licensed service area.

Noohs

HF0051 (Revised 7/02 - all forms prior to this date are obsolete)



State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

June 18, 2014

Mr. Graham Baker, Attorney
Anderson & Baker

2021 Richard Jones Road, Suite 120
Nashville, TN 37215

RE:  Certificate of Need Application CN1406-024
Regional One Health Imaging, LLC

Dear Mr. Baker,

This will acknowledge our Junel3, 2014 receipt of your Certificate of Need application for the
establishment of an Outpatient Diagnostic Center (ODC), the acquisition of magnetic resonance
imaging (MRI) equipment and the initiation of MRI services in approximately 5,275 gross square
feet of leased space on the first floor of an existing medical office building at 6555 Quince Road
in Memphis, TN.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in_triplicate by 4:00 PM, June 25, 2014. If the supplemental
information requested in this letter is not submitted by or before this time, then consideration of
this application may be delayed into a later review cycle.

1. Section A, Applicant Profile, Item 4

Discussion of the proposed organizational and business relationships among the entities is
noted. Are there any plans being considered to increase membership in the new applicant
LLC with ownership in excess of 5% or greater? Please briefly discuss.

2. Section A, Applicant Profile, Item 5

The applicant states that it is considering the possibility of hiring a management entity.
However, given the significant start-up responsibilities outlined in the draft agreement,
please briefly describe what plans are in place, if any, in obtaining support from the
hospital in order to conduct start-up activities such as build-out oversight, insurance
contracting, budgeting, etc.

3. Section B, Project Description, Item 1

The executive summary with description of the project is noted.

Please document the waiting time for MRI patients in the service area. Please describe
the methodology used in determining the average time patients are waiting for MRI
service.
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6.

Please include a brief description of the projected financial performance of the applicant
LLC, including measures to be taken to ensure that the proposed ODC will be financially
profitable and the expected timeframe for same.

The applicant states that the actual front end costs to support the project are $817,350. As
such and as a new LLC with no financial operating history, what responsibility will the
new LLC have for repayment and what are the general terms of same? How will this
arrangement be documented (e.g promissory note, letter of agreement, etc)?

Section B, Project Description, Item I1.A.

The response indicates that the ODC will occupy approximately 4,587 gross square feet
on the first floor of the existing building or 5,275 of leased space after allocation for
common areas. Review of the lease documents revealed that the building contains
approximately 112,000 total rentable SF. Based on this amount, what percentage of the
building is currently occupied and what is the composition of its tenants? In your
response, please briefly describe the building. Suggested highlights include - # floors,
year built, zoning classification, total # rental suites and list of tenants by medical
service/specialty, and a brief description about other businesses or property owners near
or adjacent to the proposed ODC.

The comparison of the applicant’s share of the renovation cost ($249,000 @ $54.29 per
square foot) to the square footage (SF) cost of hospital projects is noted. Although there
have not been enough approved CON projects to identify construction costs by quartile
for ODC projects, please compare the applicant’s cost to the ODC projects in the table
below in lieu of the hospital table you have provided on pages 14 and 35 of the
application. In your response, it may be helpful to use the total estimated cost of the
renovation for purposes of addressing how the applicant’s project compares to recently
approved ODC projects.

CON Project # Renovation Square | Renovation Cost Per Square
Foot Construction Cost | Foot
CN1110-039 7.737 $1.235.500 $159.69
CN1103-008 795 $127,500 $160.38
CN1304-014 847 $$150,000 | $177.10
CN1304-013 2,080 $520,000 $250.00
CN1203-014 5,320 $1,605,150 $301.72

Section B, Project Description, Items 11.B and I1.C and Section C, Need, Item 6

The tables on pages 13, 19 and 34 of the application identify multiple imaging modalities
of the proposed ODC. It would be helpful to compare to the utilization of the imaging
modalities of the hospital in 2012 and 2013. If any of the modalities are not presently
offered at the hospital, please include a brief description of the need to expand those
services at the proposed ODC.

Section B, Project Description, Item 11.E. 1.a.
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The applicant notes that it will lease 1.5 Tesla MRI unit totaling to approximately $2.1
million. It appears the quote will expire before the application can be heard in September,
2014. Please revise or provide an addendum such that the vendor’s quote will be effective
on the date of the hearing.

In addition, please include a discussion of the most common MRI procedure types that
will be offered at the proposed ODC.

Section B, Project Description Item III.A. and Item III.B

According to the plot plan, the parking appears accessible to patients. Is this an
improvement from current parking at the hospital by area residents?

The names of the streets that border the property are illegible. Please revise by providing
a more legible plot plan in larger print.

Please address the public transportation available to area residents for travel to and from
the proposed ODC from their principle residence of location. In your response, please
provide an estimate of the percentage of patients that may require public transportation
and identify the major bus routes to the facility. If possible, please provide a map
showing the routes with drop off/pick—up stops closest to the proposed ODC.

Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging (1.)(a.)

Please provide a response for each item of this standard as noted in the questions that
follow:

Item 1(a): please briefly describe the methodology used to estimate MRI utilization that
exceeds the minimum criteria of the standard.

Item 2: MRI utilization of the proposed ODC appears to be based on the hospital owner’s
MRI experience at its location at 877 Jefferson Ave in Memphis. As noted in the question
for Section C, Need Item 3, HSDA records reflect that Shelby residents accounted for
approximately 71% of total hospital MRI procedures in 2012 and 73% of total procedures
in 2011. This falls below the 75% threshold for the standard. Please address this
discrepancy in further detail.

Item4: please note that MRI utilization should be discussed in the response in lieu of the
ODC’s hours of operation. Please also note that HSDA Equipment Registry records are
the source for MRI provider reports of utilization.

Item 7(c): while the hospital’s protocols may apply to the proposed ODC, please describe
in more detail what features pertain only to the applicant ODC. A copy of draft
emergency protocols, including the plan for emergency patient transfers should be
provided, if possible.
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Item 7(d): what is the procedure for screening orders for medical necessity by radiologists
of the ODC? What is the process for contacting referring physicians to resolve any
concerns noted? Please discuss this criterion in more detail.

Item 7(e):

Department of Health rule for Outpatient Diagnostic Centers 1200-08-35-.04(9) states that
“Each Outpatient Diagnostic Center shall have at all times a licensed physician who shall
be responsible for the direction and coordination of medical programs.” Please identify
the name(s) of same for the proposed ODC, affirm that the physician(s) is licensed to
practice medicine in Tennessee. If possible, a CV for the physician(s) would be helpful.

Please briefly describe the plan for imaging interpretation services by a licensed
Tennessee physician(s). Will this be provided by staff physicians, by contract with
radiologists, or some combination of same?

Item 7(f): is the hospital’s MRI imaging department ACR accredited? Please briefly
describe what is included in ACR accreditation, noting whether or not it applies equally,
or in part, to the physicians, the facility, the equipment or all the above. If the MRI
equipment applies, is the 1.5 Tesla MRI unit that will be acquired ACR accredited?
Please clarify.

Item 7(g): a copy of a draft transfer agreement or letter of intent between the applicant and
Regional One Health would be helpful for this response. Additionally, the applicant might
comment on whether or not any other hospitals located closer to the proposed ODC are
being considered as a potential emergency transfer facility. In your response, please affirm
that the physician medical director will be an active member of the hospital(s) medical
staff.

Section C, Need, Item 1 (Project Specific Criteria-Outpatient Diagnostic Centers)

Item 1: It appears that the service area of the hospital is based on patient days. In lieu of
same, please describe the service of the proposed ODC with MRI based on patient origin
of the hospital’s outpatient MRI service line or its outpatient imaging department.

Please also provide the requested utilization projected four years into the future using
available population figures.

Item 2: as the applicant may be aware, there is additional MRI capacity being added to the
service area based on LeBonheur Children’s Hospital, CN1311-042A (outpatient
department of hospital), Baptist Memorial Hospital for Women, CN1211-058A, and a
pending application — West Tennessee Imaging, CN1403-008 (ODC with MRI). All 3 of
these sites are within 6 miles of the proposed ODC. Based on this and other providers
near the applicant, please discuss further why MRI capacity is not adequate or why special
circumstances may apply to this project.

Item 3(c)(1): Please also briefly describe the responsibilities assigned to the medical
director and/or on-site physicians for patient emergencies, such as handling of patient
transfers in the event of an emergency.
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10.

11.

Section C, Need, Item 3 (Service Area).

The applicant states that the proposed ODC’s primary service area consists of Shelby
County on the basis of similarity to the hospital’s service area. However, HSDA records
reflect that residents of Shelby County averaged approximately 71% of total hospital MRI
procedures in 2012 and 73% in 2011. As such, it appears that the MRI service area may
differ from the hospital’s general outpatient service area based on the difference from the
80% within 20 minute driving time factor noted on page 11 and page 21 of the
application. Given your comments on page 11 pertaining to the internal zip code patient
analysis, please discuss and clarify in more detail.

Discussion of the new applicant ODC’s proposed service area (Shelby County) appears to
be based on its similarity to the service area of the hospital in terms of patient origin as
measured by hospital admissions/discharges. However, review of HSDA records for MRI
equipment revealed that Shelby County residents accounted for approximately 1,621 of or
39% of 4,131 total MRI procedures in 2013, 71% of 4,491 total hospital MRI procedures
in 2012, and 73% of 3,927 total hospital MRI procedures in 2011.

Based on this data and the 17 mile distance between the hospital and the applicant ODC,
it may be helpful to have an appreciation of the proposed ODC’s service area based on
proximity to both the hospital and the proposed ODC. As a suggestion, the applicant may
wish to illustrate the hospital’s MRI utilization using the following table or a variation of
same that using only zip codes :

Patient Location of | MRI MRI

Residence procedures of | procedures of
ODC (as a % | hospital (as a
of total) % of total)

Shelby County — zip
codes within 5 to 14
mile radius of ODC

Shelby County — zip
codes within 15 plus
radius of ODC

Shelby County —zip
codes 15 miles or
more from ODC

Next highest county ,
etc

Other States

Total

Section C. (Need) Item 4 (Socio-Demographic Information of the Service Area)

Your response to this item is noted. Please condense information provided in the response
& attachments by completing the following table using data from the Department of
Health website, Certificate of Need enrollee data from the Bureau of TennCare, and
demographic information from the US Census Bureau:
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Variable

Shelby
County

[ Tipton

County

Service
Area

Tennessee

12. Section C. (Need) Item 5.

Current Year 2014,
Age 65+

Projected Year 2018,
Age 65+

Age 65+, % Change

Age 65+, % Total

2014 Total Population

2018, Total Population

Total Pop. % Change

TennCare Enrollees

TennCare Enrollees as
a % of Total
Population

Median Age

Median Household
Income

Population % Below
Poverty Level

The table in Attachment B.IL.A.2 is noted. It would be helpful to (a) add the number of
MRI unit(s) by provider to the table and (b) include estimated distances to the proposed
applicant’s ODC with MRI. Please also include the names of providers with recently

approved but unimplemented certificates of need for MRI units.

Per review of the table provided in Attachment B.II.A.2 and HSDA records, please note
that the MRI utilization of Shelby County providers was 110,952 total procedures in 2012
(approximately 99% of the 2,880 procedures/year MRI standard). Some updates have
been provided to HSDA by area providers. As a reference, please see the table below.
Please contact Alecia Craighead, Stat III, HSDA at 615-253-2782 to discuss revision of

the table in the manner requested.

MRI Provider Utilization in Shelby County, 2010- 2013

Year # MRI units | Total MRI Average As a % of 2880
Procedures per unit MRI Standard

2013 140 99,600 *

2012 39 110,952 2,844 99%

2011 38 113,591 2,990 104%

2010 36 109,787 3,050 106%

Note: HSDA has not received reports from St Jude and Delta
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13. Section C, Need, Item 6

The methodology used to project utilization of the proposed ODC is noted.

However, on pages 31 and 32, the MRI utilization of the hospital (Regional One Health
located at 877 Jefferson Ave in Memphis), appears to differ from what has been reported
to the HSDA Medical Equipment Registry. As a reference, please note the table below

and clarify the discrepancies for the periods indicated

MRI Utilization, Regional One Health, Memphis, Tennessee

Year Reported to HSDA | Applicant-page 31 | Applicant — page32
2013 4,131 4,766 4,766
2012 4,491 4,491 4,491
2011 3,927 3,927 4,412
2010 3,733 Not noted 3.882

The applicant projects future need/demand for diagnostic services at the same rate that
utilization of these services has increased at the hospital. According to HSDA records, the
hospital’s total inpatient and outpatient MRI utilization increased by approximately 5.2%
between 2011 to 2013. This rate appears similar to the average rate of increase (6% per
year) that is noted in your table on page 32. It also appears to be similar to the hospital’s
outpatient MRI rate of increase of 8% from 2,320 procedures in 2011 to 2,513
procedures in 2013 (hospital Joint Annual Report). Assuming an average 8% annual
increase, the hospital’s outpatient MRI volumes may reach approximately 2,715 OP
procedures in 2014, 2,932 OP procedures in 2015 and 3,166 procedures in 2016
(applicant’s first full year of operations). Based on this utilization, it is unclear how the
hospital’s outpatient volumes would provide the additional utilization to support the
proposed ODC at the MRI amounts projected for Year 1 and Year 2. Please clarify.

In your response, it may also be helpful to quantify the impact to the hospital’s MRI
utilization by showing the amounts that are expected to shift to the proposed ODC (e.g.
some # or percentage of inpatient and outpatient MRI procedures) and to identify the
hospital’s estimated MRI utilization in Year 1 and Year 2 of this project. Please complete
the table below to help illustrate the MRI utilization trend of the applicant and the
hospital:

Provider 2011 [ 2012 2013 2014 (Est) | Year 1 Year 2

Applicant ODC

Hospital

Using the top 10 primary MRI common procedure terminology codes (CPT) illustrated in
Attachment B.IL.A.3, please add a comparison of the applicant’s projected MRI
utilization to the hospital’s most recent 12-month MRI utilization. Please discuss the
rationale for any significant differences by procedure type, such as those that may arise
from new sources of referrals from physicians located near the proposed ODC at 6555
Quince Road.

Please complete the following table illustrating the hospital’s payor mix in 2013 and the
applicant’s projected payor mix. Please briefly discuss any similarities/differences
projected for the proposed ODC:
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B Regional One Health’s MRI Payor Mix
Payor Hospital MRI | as a % total Applicant Applicant
Procedures- MRI OoDC OoDC
2013 Procedures MRI as a % of
Procedures— | total MRI
Year 1 Procedures
Medicare
TennCare/Medicaid
Commercial
 Insurance
| Private Pay /Other
Total
14. Section C. Economic Feasibility, Item 1 (Project Costs Chart)

15.

16.

The chart is noted. The comparison to hospital renovation projects is unclear given the
difference between facilities. It would be helpful if the applicant could reference other
similar projects of this type. As a suggestion, please contact Alecia Craighead for
assistance.

The comments on page 13 about projected equipment & property costs are noted. To
complement same for purposes of this item, please briefly describe the methodology used
to identify the amounts of the imaging equipment and lease costs over the life of their
leases and compare to their Fair Market Value amounts. In your response, please provide
documentation of the Fair Market Value from both the equipment vendor and the MOB
property owner (or document from real estate appraiser, if necessary).

The quote from the equipment vendor is noted, However, the quote is scheduled to expire
in July 2014. Please note that the agreements between the parties must be in effect on the
date that the application will be heard by HSDA (September 2014 at earliest).

Please briefly describe the responsibilities the contractor and the equipment vendor will
have in preparing space in the proposed ODC for installation of the MRI equipment in
accordance with all applicable safety and building codes.

Section C, Economic Feasibility, Item 4 (Historical Data Chart)

Given the applicant’s relationship to the hospital owner, please provide a historical data
chart for the hospital’s MRI service and/or imaging department, if possible, for the most
recent full 12-month fiscal year period.

Section C. (Economic Feasibility) Question 4 (Projected Data Chart)

Please also provide a Projected Data Chart for only the MRI service of the proposed
ODC.

How many unduplicated patients and imaging procedures account for the $131,707 and
$158,049 amounts projected for charity care of the full project in the first and second
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years of the project (please provide for each service type of the ODC - MRI, CT,
Ultrasound and Fluoroscopy).

Are the costs for imaging interpretation services by qualified physicians reflected in the
Projected Data Chart? If so, please identify the amounts & briefly describe the
arrangements that may apply. If not, please explain how physicians who provide imaging
interpretation services will be compensated.

Since the imaging equipment will be leased, what is being depreciated in the chart at the
rate of $100,703 per year (Item D.5)?

17. Section C. (Economic Feasibility) Item S and Item 6.B
Please note the updated HSDA chart for MRI and CT Gross Charges per
Procedure/Treatment by quartiles for years 2010 through 2012 in the following table and
compare to the gross charges of MRI and CT services of the proposed ODC:
Gross Charges per Procedure/Treatment
By Quartiles
YEAR =2012
Equipment Type 1st Quartile Median 3rd Quartile
CT Scanner $873.14 $1,735.22 $2,656.97
MRI $1,580.35 $2,106.03 $3.312.48
Source: Medical Equipment Registry — 12/06/201 3
18. Section C, Economic Feasibility, Item 10
The alternatives are noted. Based on Regional Health One’s participation in the proposed
ODC, was any consideration given to sharing MRI services through a shared space
arrangement with the hospital or entering into a shared arrangement with another existing
MRI provider in Shelby County? Please clarify.
19. Section C, Contribution to Orderly Development, Item 3.
The staffing estimate of employees noted by the applicant on page 53 is approximately
four (4) full time equivalents at an annual total combined base salary of $240,000.
Adding benefits @ 35%, the total annual amount is approximately $324,000. When
compared to an average projected salary and wage expense of approximately $571,200 in
Year 1 increasing by 13.3% to $647,170 in Year 2, what staff account for the balance of
the projected salary cost for the project? Please clarify.
20. Development Schedule

The schedule has an Agency hearing date of September 24, 2014. In reviewing the
schedule further, it is unclear why the applicant would plan on completing the activities
noted in items 1 — 6 of the schedule before the HSDA Agency meeting (activities include
obtaining a building permit and beginning construction on 9/10/14). Please clarify.

Please revise & resubmit the schedule as a replacement page to the application. Note:
please also change the hearing date on the schedule from November 2012 to September
2014.
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According to 68-11-1607(i), “The owners of the following types of equipment shall register
such equipment with the health services and development agency: computerized axial
tomographers, lithotripters, magnetic resonance imagers, linear accelerators and position
emission tomography. The registration shall be in a manner and on forms prescribed by the
agency and shall include ownership, location, and the expected useful life of such
equipment. The first registration of all such equipment shall be on or before September 30,
2002. Thereafter, registration shall occur within ninety (90) days of acquisition of the
equipment. All such equipment shall be filed on an annual inventory survey developed by
the agency. The survey shall include, but not be limited to, the identification of the
equipment and utilization data according to source of payment. The survey shall be filed no
later than thirty (30) days following the end of each state fiscal year. The agency is
authorized to impose a penalty not to exceed fifty dollars ($50.00) for each day the survey is
late.”

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void." In
accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth (60"') day after written notification is August 19, 2014. If
this application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
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been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please do not hesitate to
contact this office.

Sincerely,

T
Jeft Grimm
HSD Examiner

Enclosure/PJG
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An Association of Attorneys 8:21 am

2021 RICHARD JONES ROAD, SUITE 120
NASHVILLE, TENNESSEE 37215-2874

E. GRAHAM BAKER, JR.
Direct: 615-370-3380
Facsimile: 615-221-0080

ROBERT A. ANDERSON
Direct: 615-383-3332
Facsimile: 615-383-3480

June 25,2014

Jeff Grimm

Health Services Examiner— s
Tennessee Health Services & Development Agency
Andrew Jackson Building, 9t Floo1

502 Deaderick Street

Nashville, TN 37243

RE: Supplemental Information: Certificate of Need Apphcatmn CN1406-024
Regional One Health Imaging, LLC

Dear Jeff:

Enclosed are three (3) copies of responses to your supplemental questions regarding the
referenced Certificate of Need application. If you have any additional questions, please contact

me.

Sincerely,

Dot
ﬁGraham Baker, Jr.
p

Enclosures as noted
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AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: Regional One Health Imaging, LLC (CN1406-024)

L, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

éi/fé <. \,m Attorney at Law

uuelelle

Sworn to and subscribed before me, a Notary Public, this 25% day of June, 2014;
witness my hand at office in the County of Davidson, State of Tennessee.

‘J{\O o DU t

NOTARY PUBLIC
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1. Section A, Applicant Profile, Item 4

Discussion of the proposed organizational and business relationships among the entities
is noted. Are there any plans being considered to increase membership in the new
applicant LLC with ownership in excess of 5% or greater? Please briefly discuss.

Response: There are no plans at present to “increase membership” in the LLC, but the

ownership structure of the ODC will give Regional One Health this option in the future. Again,
there are no current plans to do so.

Page 1
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2 Section A, Applicant Profile, ftem 5

The applicant states that it is considering the possibility of hiring a management entity.
However, given the significant start-up responsibilities outlined in the draft agreement,
please briefly describe what plans are in place, if any, in obtaining support from the
hospital in order to conduct start-up activities such as build-out oversight, insurance
contracting, budgeting, etc.

Response: Regional One Health currently operates all of the diagnostic modalities at its site on
Jefferson Street in downtown Memphis. As such, it currently has all of the staff and other
resources, including experience, required for the startup of this ODC. Our existing diagnostic
staff already performs all of the procedures planned for this ODC, and they also provide
functions such as insurance contracting, budgeting, etc. American Program Management
(APM™) is our Project Manager in charge of build-out oversight for the ODC (APM is a very
experienced health care facility project manager that 1s currently overseeing other projects at
Regional One Health). '

It is also very important to note that the draft agreement is just that: a draft agreement. Since the
. Applicant has not even made the decision to enter into.a management agreement, the draft that is

required (by CON instructions) to be submitted mdy not appropriately address any actual
relationship that might develop in the future.

Page 2
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Certificate of Need Application CN1406-024
Regional One Health Imaging, LLC

3. Section B, Project Description, Item 1
The executive summary with description of the project is noted.

Please document the waiting time for MRI patients in the service area. Please describe
the methodology used in determining the average time patients are waiting for MRI
service.

Response: Regional One Health currently has only one MRI unit located at the Regional
Medical Center and serving inpatients, emergency room and trauma patients, and outpatients.
Since 2011 and continuing to the present, this one MRI unit has operated at 150% of what HSDA
defines as optimal “operating efficiency” and 125% of HSDA's definition of the volume
“capacity” of one unit.

An internal review of logs and discussions with Regional One Health’s Radiology Department
schedulers, showed that initial wait times of up to 8 days to get an Outpatient MRI appointment
at the Regional Medical Center are not unusual. This includes schedule wait times plus waits for
insurance authorizations. In addition, once scheduled, many MRI Outpatients are “bumped™ by
ER/Trauma patients. If Trauma;is extremely busy on a given day, all scheduled outpatient MRIs
may get bumped. This may require that patients leave. reschedule for another day. and try again
to obtain an MRI scan. This compounding factor of outpatients competing with ER/Trauma
patients and inpatients for MRI slots can cause wait times to complete 2 routine, outpatient MRI
scan to balloon to two (2) weeks or more.

We do not know what kind of wait times for MRI are experienced by other patients across the
service area, since this data is not shared by other imaging centers. We only know the waits that
are experienced by our patients. Nationally, a rule of thumb for good practice and service would
be two to four days to schedule a routine MRI, with the wait time largely based on the time
required to obtain insurance authorizations.

Please include a brief description of the projected financial performance of the applicant
LLC, including measures to be taken to ensure that the proposed ODC will be financially
profitable and the expected timeframe for same.

Response: The Applicant, through Regional One Health, conducted an internal analysis of
diagnostic procedures (historic and current utilization, anticipated increase in utilization, costs,
charges. etc.), coupled with an analysis of outpatient utilization of these procedures. This
analysis resulted in the projections provided in the application. The projections result in a
financially profitable operation in Years 1 and 2. as reported. Based on this analysis. the
Applicant anticipates positive cash flow in years to come. '

The applicant states that the actual front end costs to support the project are $817,350.
As such and as a new LLC with no financial operating history, what responsibility will
the new LLC have for repayment and what are the general terms of same? How will this
arrangement be documented (e.g. promissory note, letter of agreement, etc)?

Response: The Applicant is 100% owned by Regional One Health, as reported in the application.
The Owner will make a cash equity contribution to the project. J. Richard Wagers, Jr., Regional
One Health’s Sr. Executive Vice President and CFO, has furnished a letter attesting that Regional
One Health has sufficient assets to implement this project (see Aftachment C.EF.2).

(note...please see attached original leiter from Mr. Wagers...a copy was inéluded in the original
filing ...this is included at Attachment C.EF.2)

Page 3
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4. Section B, Project Description, Item ILA.

The response indicates that the ODC will occupy approximately 4,587 gross square feet
on the first floor of the existing building or 5,275 of leased space after allocation for
common areas. Review of the lease documents revealed that the building contains
approximately 112,000 total rentable SF. Based on this amount, what percentage of the
building is currently occupied and what is the composition of its tenants? In your
response, please briefly describe the building. Suggested highlights include - # floors,
year built, zoning classification, total # rental suites and list of tenants by medical
service/specialty, and a brief description about other businesses or property owners near
or adjacent to the proposed ODC.

Response: The existing building was constructed in the mid-90s, has 5 stories, and is currently
occupied by office tenants. The current and planned usage of the building complies with existing
zoning regulations (Zoned CA with a Planned Development overlay). The new owner is not
renewing existing leases as they expire, and plans to convert the property to medical office and
other health-related (e.g., ODC) space. The Applicant understands that Regional One Health has
an initial lease of about 35,000 GSF. In time, the entire building will be subleased by healthcare
entities (e.g., the ODC, physician’s offices, etc.). At present, there are no medical tenants in the
building. There is a lot of retail (grocery stores, strip-mall, gas stations, etc.) in the area.

The comparison of the applicant’s share of the renovation cost ($249,000 @ $54.29 per
square foot) to the square footage (SF) cost of hospital projects is noted. Although there
have not been enough approved CON projects to identify construction costs by quartile,
for ODC projects, please compare the applicant’s cost to the ODC projects in the table
below in lieu of the hospital table you have provided on pages 14 and 35 of the
application. In your response, it may be helpful to use the total estimated cost of the
renovation for purposes of addressing how the applicant’s project compares (o recently

approved ODC projects.
CON Project # Renovation Square | Renovation Cost Per Square
Foot Construction Cost | Foot

CN1110-039 7,737 $ 1,235,500 $ 159.69
CN1103-008 795 $ 127,500 $ 160.38
CN1304-014 847 $ 150,000 $ 177.10
CN1304-013 2,080 $ 520,000 $ 250.00
CN1203-014 5,320 $ 1.605.150 $ 301.72

Response: Alecia Craighead at your office agrees with your comment that there have not been
enough ODCs to identify average and/or quartile costs. With that said, our estimated project
construction cost of $54.29 is much lower than the costs charted above.

Even when considering the fact that the Landlord will pay for additional Tenant Improvement as

part of the lease, the combined (Landlord + Tenant) total renovation cost per GSF is only
$164.29, which is in the mid-range for the other reported project costs listed above.

Page 4
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5. Section B, Project Description, Items 11.B and ILC and Section C, Need, Item 6

Certificate of Need Application CN1406-024
Regional One Health Imaging, LLC

The tables on pages 13, 19 and 34 of the application identify multiple imaging modalities
of the proposed ODC. It would be helpful to compare to the utilization of the imaging
modalities of the hospital in 2012 and 2013, If any of the modalities are not presently
offered at the hospital, please include a brief description of the need to expand those
services at the proposed ODC.

Response: Please see replacement pages 13, 19, and 34. The charts have been changed to
include the requested information. The new chart is replicated below:

ODC ObC Hospital Hospital

QOutpatient Procedure Year1l Year2 O/P 2012 O/P 2013 -
MRI 2363 2,611 2,544 2,513
CT 1,545 2,237 10,830 11,893
All Other : 8,671 10.247 38.525 35.915
Total Volume [ 12,579] 15095] 51,899] 50,321 |

6. Section B, Preject Bescription, Item 1LE. La.

The applicant notes that it will lease [a] 1.5 Tesla MRI unit totaling to approximately
$2.1 million. It appears the quote will expire before the application can be heard in
September, 2014. Please revise or provide an addendum such that the vendor’s quote
will be effective on the date of the hearing.

Response: Please see Supplemental B.ILE.3 with updated expiration date.

In addition, please include a discussion of the most common MRI procedure types that
will be offered at the proposed ODC.

Response: A list of the 10 most common (highest volume) MRI procedures by CPT code for
Regional One Health was included in the application as Aftachment B.IILA.3. It is anticipated
that the same (or very similar) most common MRI procedures at the ODC will be the same.

That chart shows the 10 most common MRI procedures anticipated are:

MRA Neck W/O

MRI Brain W/O & W/

MRI Joint Lower, LT, W/O

MRI Joint Lower, RT, W/O

MRI Joint Upper, RT, W/O

MRI Pelvis W/O & W/

MRI Spine Cervical W/O

MRI Spine Lumbar Spine W/O

MRI Spine Lumbar Spine W/O & W/
MRI Spine Thoracic W/O.
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7. Section B, Project Description Item ITLA. and Item HLB

According to the plot plan, the parking appears accessible to patients. Is this an
improvement from current parking at the hospital by area residents?

Response: This is a vast improvement in current parking at the hospital. Hospital outpatients
have to maneuver traffic in downtown Memphis to arrive at our hospital. Hospital parking is
limited, and is also 2 blocks away from the hospital entrance. Once an outpatient arrives at the
hospital, he/she has to check in and wait for the particular diagnostic procedure that is required.
Due to increased inpatient, ER, and Trauma Center demands on our in-house diagnostic units,
outpatient procedures are sometimes delayed. As described in the application, outpatients
sometimes will not return for procedures due to this timing/delay problem.

When compared to having the procedure performed at our proposed ODC, travel to/from the site
will be easier for outpatients, and there is ample parking at the site. In fact, there are plans to
increase the number of parking spots available at the site, over and above what is shown on the

existing plot plan.

The names of the streets that border the property are illegible. Please revise by providing
a more legible plot plan in larger print.

Response: Please see attached Replacement Attachment B.IILA.

Please address the public transportation available to area residents for travel to and from
the proposed ODC from their principle residence of location. In your response, please
provide an estimate of the percentage of patients that may require public transportation
and identify the major bus routes to the facility. If possible, please provide a map
showing the routes with drop off/pick—up stops closest to the proposed ODC.

Response: The Applicant is unaware of any manner in which to estimate the percentage of
patients that may require public transportation. Patient intake procedures do not include
questions about transportation issues. The Applicant can state, however, that patient throughput
will be much better at the ODC, as outpatients will have decreased wait times for diagnostic

procedures.

Please see Supplemental B.IILA.1, which is a two-page attachment showing the MATA Route
57, which goes to Kirby Road.

Page 6
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8. Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging (1.)(2.)

Please provide a response for each item of this standard as noted in the questions that
follow:

Item 1(a): Please briefly describe the methodology used to estimate MRI utilization that
exceeds the minimum criteria of the standard.

Response: Our projection methodology was, in part, based on a historical growth analysis, but
we also incorporated an assessment of suppressed demand.

Specifically, we first sought to establish a baseline of total demand (Actual and Suppressed) for
routine outpatient MRI services at Regional One Health. Note that Outpatient volumes reported
to HSDA and in JAR-H merge routine outpatient MRIs and emergency/trauma outpatient MRI

volumes.

e We first isolated routine outpatient MRIs from emergency/trauma outpatient volumes in
order to assess historical growth rates for the types of patients who would be served at the
ODC. As shown in the following chart, from 2010 to 2013, routine outpatient MRI
procedures grew by 34% -- a compound annual growth rate (CAGR) of 10.5% across this
3-year period.

¢ We also incorporated the Radiology Department’s study of “no show”™ volumes for
outpatient MRI. The “No Show™ rate averaged 15% across the past several years. This
high rate reflects the growing pressure on the one MRI unit at the Hospital that is serving
all of Regional One’s patients and is running at 125% of what HSDA defines as
maximum capacity. Scheduling waits are often long and high intensity inpatients and
emergency/trauma patients needing MRIs frequently “bump” scheduled routine
outpatients.

e The following chart presents this initial analysis of Total Demand (Actual and
Suppressed) for MRIs by Regional One Health patients.

Actual Expressed and Suppressed Demand
For OQutpatient MRI
at The Regional Medical Center

3-Year Cf{:ﬁpo?xlm
2010 | 2013 | Total Annua
l Growth®% Growth Rate
(CAGR)
Actual MRI Procedures | 1,391 | 1,865 34.0% 10.5%

Plus: Estimated No-
Shows
TOTAL Demand for
MRIs at Regional One | 1,973 | 2,580
Health System

wn
o0
[\.]
~l
—
wn
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As shown in the next chart we projected MRI procedure volumes at the proposed ODC as
follows:

¢ Utilizing 2013 as our base year, we assumed that 75% of routine outpatients Would be
scanned in the future at the proposed ODC at the Kirby Building.

e [Further, we project that 75% of Regional One’s routine scheduled outpatients who are
now “no shows” can be recovered as the result of providing timely service in a
convenient, outpatient-friendly location.

e Finally, we assumed that historical growth rates at the Regional Medical Center for
routine outpatient MRIs would continue into the future ODC setting.

PROJECTED MRI VOLUMES AT THE KIRBY ODC

: 10.5% Historical CAGR Continues
[ If2nd MRI Unit | PROJECTED

Were Available Now  YR1 YRZ |- YR3 YR4
A 2013 Est.
Assumptions BASE 2014 2015 2016 2017 2018
75% of Hospital Qutpatient R - -
Utilization is Decanted to Kirby 1,999 I.5t6ip L7080 18871 25085 " 2304
75% of No Shows are Recovered 536 593 655 724 799 883
Total Projected Demand At | 935 2138 | 2,363| 2,611 | 2.885| 3,188
Kirby ObBC

Item 2: MRI utilization of the proposed ODC appears to be based on the hospital
owner’s MRI experience at its location at 877 Jefferson Ave in Memphis. As noted in
the question for Section C, Need Item 3, HSDA records reflect that Shelby residents
accounted for apploxunately 71% of total hospital MRI procedures in 2012 and 73% of
total procedures in 2011. This falls below the 75% threshold for the standard. Please

address this discrepancy in further detail.

Response: Actual routine outpatient patient origin percentages for 2013 show that Shelby
County accounts for 90% of MRI routine outpatient volume and 90% of all routine outpatient

imaging volume at Regional One Health.

The reason for the difference in percentage from what the HSDA is reporting is that the HSDA is
showing TOTAL MRI volumes -- these include Inpatient MRI, Emergency/Trauma MRI, and
Routine Outpatient MRIs. The fact that the Hospital is Western Tennessee's State-designated
Regional Trauma Center, Burn Center, and Neonatal/Perinatal High Risk Maternal-Infant Center
accounts for @ much larger draw for Inpatients and Emergency/Trauma patients for all imaging
modalities. For scheduled, routine outpatient imaging volumes (including MRI), patient draw is

Page 8
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far more localized. We would expect that the draw of the ODC at Kirby would be consistent
with the routine outpatient draw.

Please see Supplemental C.Need. 1.

Ttem 4: Please note that MRI utilization should be discussed in the response in lieu of the
ODC’s hours of operation. Please also note that HSDA Equipment Registry records are
the source for MRI provider reports of utilization.

Response: Please see Replacement Attachment ODC.

Item 7(c): While the hospital’s protocols may apply to the proposed ODC, please
describe in more detail what features pertain only to the applicant ODC. A copy of draft
emergency protocols, including the plan for emergency patient transfers should be

provided, if possible.

Response: The Applicant does not have a copy of draft emergency protocols, as this is a
licensure issue with which we will comply if our CON application is approved. Obviously, in
case of emergency, we will stabilize the patient and transfer to the nearest tertiary facility. Asa
controlled subsidiary of Regional One Health, the Applicant will be able to access hospital
transfer agreements to other hospitals for emergencies. Therefore, there will be no separate

transfer agreements for the Applicant.

Item 7(d): What is the procedure for screening orders for medical necessity by
radiologists of the ODC? What is the process for contacting referring physicians to
resolve any concerns noted? Please discuss this criterion in more detail.

Response: Once an order is send to the ODC, a pre-authorization individual will look at the
order. If the order has the necessary ICD 9 codes to support the CPT code, then the procedure
will be considered medically necessary. If the ICD 9 does not support the CPT code, then the
physician office will be contacted to discuss the order and verify the medical necessity of the
order with the referring office. If the order needs to be changed, then the referring physician will
order the correct examination. If there is any question of the medical necessity, the Radiologist
will then review the order and history. If the order or procedure needs further explanation, the
Radiologist will contact the referring physician to discuss the medical necessity and the correct

procedure to be ordered.

Item 7(e): Department of Health rule for Outpatient Diagnostic Centers 1200-08-35-
.04(9) states that “Each Outpatient Diagnostic Center shall have at all times a licensed
physician who shall be responsible for the direction and coordination of medical
programs.” Please identify the name(s) of same for the proposed ODC, affirm that the
physician(s) is licensed to practice medicine in Tennessee. If possible, a CV for the
physician(s) would be helpful.

Response: Dr. Sridhar “Sri” Shankar is our current medical director of medical imaging. His
CV is attached as Supplemental Specific MRI 7.e.

Please briefly describe the plan for imaging interpretation services by a licensed

Tennessee physician(s). Will this be provided by staff physicians, by contract with
radiologists, or some combination of same?

Page 9
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Response: Interpretation of all images at the ODC will be provided by UTMG Radiologists.
There will be a Professional Service Agreement between the Radiologist and the ODC.

Ttem 7(f): Is the hospital’s MRI imaging department ACR accredited? Please briefly
describe what is included in ACR accreditation, noting whether or not it applies equally,
or in part, to the physicians, the facility, the equipment or all the above. If the MRI
equipment applies, is the 1.5 Tesla MRI unit that will be acquired ACR accredited?
Please clarify.

Response: Regional One Health, and therefore its radiology department, is JCAHO accredited.
The Applicant, as a free-standing outpatient diagnostic center, will pursue ACR accreditation for
specific modalities. ACR accredited modalities will include MRI, CT, US, and Mammography.
Please see Supplemental Specific MRI 7.f for a synopsis of ACR accreditation procedures for
these modalities.

Ttem 7(g): A copy of a draft transfer agreement or letter of intent between the applicant
and Regional One Health would be helpful for-this response. Additionally, the applicant
might comment on whether or not any other hospitals located closer to the proposed ODC
are being considered as a potential emergency transfer facility. In your response, please
affirm that the physician medical director will be an active member of the hospital(s)
medical staff.

Response: Obviously, in case of emergency, we will stabilize the patient and transfer to the
nearest tertiary facility. As a controlled subsidiary of Regional One Health. the Applicant will be
able to access hospital transfer agreements to other hospitals for emergencies. Therefore, there
will be no separate transfer agreements for the Applicant. The medical director will be an active
member of Regional One Health’s medical staff.
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9. Section C, Need, Item 1 (Project Specific Criteria-Cutpatient Diagnostic Centers)

Ttem 1: It appears that the service area of the hospital is based on patient days. In lieu of
same, please describe the service of the proposed ODC with MRI based, on patient origin
of the hospital’s outpatient MRI service line or its outpatient imaging départment.

Response: Our projection methodology was, in part, based on a historical growth analysis, but
we also incorporated an assessment of suppressed demand.

Specifically, we first sought to establish a baseline of total demand (Actual and Suppressed) for
routine outpatient MRI services at Regional One Health. Note that Quipatient volumes reported
to HSDA and in JAR-H merge routine outpatient MRIs and emergency/trauma outpatient MRI

volumes.

e We first isolated routine outpatient MRIs from emergency/trauma outpatient volumes in
order to assess historical growth rates for the types of patients who would be served at the
ODC. As shown in the- following chart, from 2010 to 2013, routine outpatient MRI
procedures grew by 34% -- a compound annual growth rate (CAGR) of 10.5% across this
3-year period.

e We also incorporated the Radiology Department’s study of “no show” volumes for
outpatient MRI. The *No Show™ rate averaged 15% across the past several years. This
high rate reflects the growing pressure on the one MRI unit at the Hospital that is serving
all of Regional One’s patients and is running at 125% of what HSDA defines as
maximum capacity. Scheduling waits are often long and high intensity inpatients and
emergency/trauma patients needing MRIs™ frequently “bump” scheduled routine
outpatients.

e The following chart presents this initial analysis of Total Demand (Actual and
Suppressed) for MRIs by Regional One Health patients.

Actual Expressed and Suppressed Demand
For Qutpatient MRI
at The Regional Medical Center

s Compound
3-Year Anmaral
2010 | 2083 | Toll | Growth Rate
T (CAGR)
Actual MRI Procedures | 1,391 1,865 34.0% 10.5%
Plus: Estimated No- 589 715
Shows
TOTAL Demand for
MRIs at Regional One | 1,973 | 2,580
Health System

As shown in the next chart we projected MRI procedure volumes at the proposed ODC as
follows: .
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e Utilizing 2013 as our base year, we assumed that 75% of routine outpatients would be
scanned in the future at the proposed ODC at the Kirby Building.

e Further, we project that 75% of Regional One’s routine scheduled outpatients who are
now “no shows” can be recovered as the result of providing timely service in a
convenient, outpatient-friendly location.

e Finally, we assumed that historical growth rates at the Regional Medical Center for
routine outpatient MRIs would continue into the future ODC setting.

PROJECTED MRI VOLUMES AT THE KIRBY ODC

10.5% Historical CAGR Continues
| 1£2nd MRI Unit | PROJECTED
Were Available Now  YRI1 YR2 YR3 YR4
. 2013 Est.

Assumptions BASE " 2014 2015 2016 2017 2018
75% of Hospital Qutpatient . cae - 19 204
Utilization is Decanted to Kirby ek 1,546 1 1,708 1,887\ 2,085 2,304
75% of No Shows are Recov'e}'ed 536 503 655 724 799 883
Total Projected Demand At 1,935 2,138 | 2,363 | 2,611| 2,885 3,188

Kirby ODC

Please also provide the requested utilization projected four years into the future using
available population figures.

Response: See chart above for these projections.

Ttem 2: As the applicant may be -aware, there is additional MRI capacity being added to .-
the service area based on LeBonheur Children’s Hospital. CN1311-042A (outpatient
department of hospital), Baptist Memorial Hospital for Women, CN121 1-058A, and a
pending application — West Tennessee Imaging, CN1403-008 (ODC with MRI). All 3 of
these sites are within 6 miles of the proposed ODC. Based on this and other providers
near the applicant, please discuss further why MRI capacity is not adequate or why

special circumstances may apply to this project.

Response: The need for additional MRI services is based, in large part, on the need for more
services at Regional One Health. Since our existing MRI is operating at a rate that is over
capacity (and in excess of the guidelines), we have a need for an additional MRI. The question
was whether or not to install a 2™ MRI at Regional One Health. For all of the reasons given in
the application, the most important of which was patient convenience. the decision was reached

to place this additional MRI in an outpatient setting.
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Utilization of MRIs in other locations and by other providers will not impact our need. In
reference to the 3 projects noted above: (1) this facility is 16.8 miles from our proposed ODC,
services at our ODC will not be directed at children only, and the Applicant will not provide
services to anyone under 14 years of age; (2) services at our ODC will not target primarily
women’s services; and (3) that project is not for additional services, but is merely “moving”
existing services to a new location.

Please see Supplemental B.ILA.1. The top chart adds requested mileage information from the
various existing MRI units in Shelby County to the site of our proposed ODC. The bottom chart
shows the CON-approved MRIs since 2012. Again. please note that the West Tennessee
application (scheduled to be heard at the June, 2014 meeting of the HSDA) is not adding an

MRI.

Also Supplemental B.I1A.4 is a two-page chart of Health Care Providers that Utilize MRIs, as of
06/28/2013, which is the latest information from the HSDA website. Physical addresses from
this document were utilized to compute approximate mileage differences from our proposed
ODC. Again, we utilized Google Maps to estimate mileage. -

Ttem 3(c)(1): Please also briefly describe the responsibilities assigned, to the medical
director and/or on-site physicians for patient emergencies, such as handling of patient
transfers in the event of an emergency.

Response: The Medical Director will be responsible for the following:

Appropriate staffing of professional services for the ODC,

Maintenance of optimal image quality for all modalities’

Monitoring patients undergoing examinations

Provide stabilization of patients in the event of adverse reactions or patient emergencies

Will arrange for transfer of patients to the nearest hospital if an emergency arises

Will ascertain that appropriate emergency medical supplies are available and dated

appropriately

¢ Will interact with physicians and patients if there are conflicts that arise or medical issues
that arise in the course of interpretation of images

¢ Conduct appropriate “peer review” by regular, scheduled review of colleagues
interpretations

e & & & o O
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10. Section C, Need, ftem 3 (Service Area).

The applicant states that the proposed ODC'’s primary service area consists of Shelby
County on the basis of similarity to the hospital’s service area. However, HSDA records
reflect that residents of Shelby County averaged approximately 71% of total hospital
MRI procedures in 2012 and 73% in 2011. As such, it appears that the MRI service area
may differ from the hospital’s general outpatient service area based on the difference
from the 80% within 20 minute driving time factor noted on page 11 and page 21 of the
application. Given your comments on page 11 pertaining to the internal zip code patient
analysis, please discuss and clarify in more detail.

Response: Actual routine outpatient patient origin percentages for 2013 show that Shelby
County accounts for 90% of MRI routine outpatient volume and 90% of all routine outpatient

imaging volume at Regional One Health.

The reason for the difference in percentage from what the HSDA is reporting is that the HSDA is
showing TOTAL MRI volumes -- these include Inpatient MRI, Emergency/Trauma MRI. and
Routine Outpatient MRIs. The fact that the Hospital is Western Tennessee's State-designated
Regional Trauma Center, Burn Center, and Neonatal/Perinatal High Risk Maternal-Infant Center
accounts for a much larger draw for Inpatients and Emergency/Trauma patients for all imaging
modalities. For scheduled, routine outpatient imaging volumes (including MRI), patient draw is
far more localized. We would expect that the draw of the ODC at Kirby would be consistent
with the routine outpatient draw.

Please see Supplemental C.Need. 1.

Discussion of the new applicant ODC’s proposed service area (Shelby County) appears to
be based on its similarity to the service area of the hospital in terms of patient origin as
measured by hospital admissions/discharges. However, review of HSDA records for
MRI equipment revealed that Shelby County residents accounted for approximately
1,621 of or 39% of 4,131 total MRI procedures in 2013. 71% of 4,491 total hospital MRI
procedures in 2012, and 73% of 3,927 total hospital MRI procedures in 2011,

Response: Actual routine outpatient patient origin percentages for 2013 show that Shelby
County accounts for 90% of MRI routine outpatient volume and 90% of all routine outpatient
imaging volume at Regional One Health.

The reason for the difference in percentage from what the HSDA is reporting is that the HSDA is
showing TOTAL MRI volumes -- these include [npatient MRI, Emergency/Trauma MRI, and
Routine Outpatient MRIs. The fact that the Hospital is Western Tennessee's State-designated
Regional Trauma Center, Burn Center, and Neonatal/Perinatal High Risk Maternal-Infant Center
accounts for a much larger draw for Inpatients and Emergency/Trauma patients for all imaging
modalities. For scheduled. routine outpatient imaging volumes (including MRI), patient draw is
far more localized. We would expect that the draw of the ODC at Kirby would be consistent
with the routine outpatient draw.

Please see Supplemental C.Need. 1.
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Rased on this data and the 17 mile distance between the hospital and the applicant ODC,
it may be helpful to have an appreciation of the proposed ODC’s service area based on
proximity to both the hospital and the proposed ODC. As a suggestion, the applicant *
may wish to illustrate the hospital’s MRI utilization using the following table or a

variation of same that using only zip codes :

Patient Location of | MRE MRI

Residence procedures of | procedures of
ODC (as a % | hospital (as a
of total) % of total)

Shelby County — zip
codes within 5 to 14
mile radius of ODC
Shelby County — zip
codes within 15 plus
radius of ODC,
Shelby County —zip
codes 15 miles or
more from ODC
Next highest county ,
| etc

Other States
Total

Response: Please see Supplemental C.Need. 1, which shows the zip codes in Shelby County of
those locations from which we anticipate our ODC patients. Note that this chart indicates three
“service areas:” a primary service area, secondary service area. and other Shelby County service
area. In effect. these are three sub-sets of our Primary Service Area (as defined in the CON
application process), which is Shelby County.
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il. Section C. (Need) Item 4 (Socio-Demographic Information of the Service Area)

Your response to this item is noted. Please condense information provided in the
response & attachments by completing the following table using data from the
Department of Health website, Certificate of Need enrollee data from the Bureau of
TennCare, and demographic information from the US Census Bureau:

Variable Shelby | Tipton | Sve Area | TN Total |
65 + Pop. 2014 108,570 8,042 | 116,612 981,984
65+ Pop. 2018 124,946 9,367 | 134,313 1,102,413
Age 65+, % Change 15.1% | 16.5% | 15.2% 12.3%
Age 65+, % Total 13% 14% | 13% 16%
Total Pop. 2014 043812 | 63.865 | 1,007,677 | 6.588.698
Total Pop. 2018 . 954,012 | 67,545 | 1,021,557 | 6,833,509
Total Pop. % Change 1.1% 5.8% | 1.4% 3.7%
TennCare Enrollees 229,280 | 11,681 | 240,961 1.207.604
TennCare Enrollees as a % of Total 243% | 18.3% | 23.9% 18.3%
Median Age 34.0 36.0. e 2 38.0
Median Household Income 44,705 | 51.847 (SR, 43.
Population % Below Poverty Level 19.7% | 14.0% | 19.3%

Response: Although not in our primary service area, data for Tipton County was included in the
above chart since it was requested by the reviewer. Our primary service area is Shelby County,
even though patients from outside Shelby County will be seen if referred. See above chart.
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12. Section C. (Need) Item S.

The table in Attachment B.IL.A.2 is noted. It would be helpful to (a) add the number of
MRI unit(s) by provider to the table and (b) include estimated distances to the proposed
applicant’s ODC with MRI. Please also include the names of providers with recently
approved but unimplemented certificates of need for MRI units.

Response: It is assumed the reviewer meant Artachment B.1LA.1 (MRI Utilization), instead of
Attachment B.ILA.2 (CT Utilization). This chart was included in response to the application
request for historic utilization of MRI units. Therefore, the utilization given was from the HSDA
Medical Equipment registry for 2010 — 2013 (as of 06/28/13). The number of MRI unit(s) in
2012, by provider, is included on this chart. Utilization data for 2012 will not change.
Supplemental B.ILA.] includes estimated distances to our proposed ODC. These distances are
reported by Google Maps. The two approved MRIs referenced earlier are added to this
attachment at the bottom of the page (obviously, with no utilization). Supplemental B.II.A.4 is a
printout of the equipment registry addresses from the HSDA, just in case the reviewer wants to
know which addresses we utilized for comparing distances.

Per review of the table provided in Attachment B.II.A.2 and HSDA records, please note '
that the MRI utilization of Shelby County providers was 110,952 total procedures in 2012
(approximately 99% of the 2,880 procedures/year MRI standard). Some updates have
been provided to HSDA by area providers. As a reference, please see the table below.
Please contact Alecia Craighead, Stat IlI, HSDA at 615-253-2782 to discuss revision of
the table in the manner requested. '

MRI Provider Utilization in Shelby County, 2010- 2013

Year # MRI units | Total MR} Average As a % of 2880
Procedures per unit MRI Standard

2013 40 99,600 *

2012 39 110,952 2,844 99%

2011 38 113,591 2,990 104%

2010 36 109,787 3,050 106%

¢ Note: HSDA has not received reports from St Jude and Delta

Response: The Applicant agrees: with incomplete data, it appears the 2013 Shelby County
average utilization per MRI unit cannot be computed.

The need for additional MRI services is based, in large part. on the need for more services at
Regional One Health. Since our existing MRI is operating at a rate that is over capacity (and in
excess of the guidelines), we have a need for an additional MRL The question was whether or
not to install a 2" MRI at Regional One Health. For all of the reasons given in the application.
the most important of which was patient convenience, the decision was reached to place this
additional MRI in an outpatient setting. Utilization of MRIs in other locations and by other
providers will not impact our need.
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13. Section C, Need, Item 6
The methodology used to project utilization of the proposed ODC is noted.
However, on pages'31 and 32, the MRI utilization of the hospital (Regional One Health
located at 877 Jefferson Ave in Memphis), appears to differ from what has been reported

to the HSDA Medical Equipment Registry. As a reference, please note the table below
and clarify the discrepancies for the periods indicated.

MRI Utilization, Regional One Health, Memphis, Tennessee

Year Reported to HSDA | Applicant-page 31 | Applicant — page32
2013 4,131 4,766 4.766
2012 4,491 4.491 4,491
2011 .. - 3,927 3.927 4,412
2010 3,733 Not noted 3,882

Response: Unfortunately, there were MRI utilization reporting errors at Regional One Health
that we discovered while preparing this application. After a fairly exhausting review, we believe
that the numbers we reported in the application are correct (3,882, 4.412, 4,491, and 4.766 for
years 2010 — 2013). We had a similar situation in the past with our outpatient surgery utilization,
where one year was reported incorrectly on our JAR. The Department of Health officials who
maintain JAR reports advised it was not important to update “old” JAR reports at that time.
Therefore, we have made no effort to correct the JAR. The Applicant will revise any report as
necessary to correct any errors we may have caused on the HSDA Equipment Registry Report.

The applicant projects future need/demand for diagnostic services at the same rate that
utilization of these services has increased at the hospital. According to HSDA records,
the hospital’s total inpatient and outpatient MRI utilization increased by approximately
5.2% between (sic) 2011 to 2013. This rate appears similar to the average rate of
increase (6% per year) that is noted in your table on page 32. It also appears to be similar
{o the hospital’s outpatient MRI rate of increase of 8% from 2,320 procedures in 2011 to
2,513 procedures in 2013 (hospital Joint Annual Report). Assuming an average 8%
annual increase. the hospital’s outpatient MRI volumes may reach approximately 2,715
OP procedures in 2014, 2,932 OP procedures in 2015 and 3,166 procedures in 2016
(applicant’s first full year of operations). Based on this utilization, it is unclear how the
hospital’s outpatient volumes would provide the additional utilization to support the
proposed ODC at the MRI amounts projected for Year 1 and Year 2. Please clarify.

Resgponse: Our projection methodology was, in part, based on a historical growth analysis, but
we also incorporated an assessment of suppressed demand.

Specifically, we first sought to establish a baseline of total demand (Actual and Suppressed) for

routine outpatient MRI services at Regional One Health. Note that Outpatient volumes reported

to HSDA and in JAR-H merge routine outpatient MRIs and emergency/trauma outpatient MRI
volumes.

e We first isolated routine outpatient MRIs from emergency/trauma outpatient volumes in

order to assess historical growth rates for the types of patients who would be served at the

ODC. As shown in the following chart, from 2010 to 2013, routine outpatient MRI

procedures grew by 34% -- a compound annual growth rate (CAGR) of 10.5% across this

" 3-year period. '
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e We also incorporated the Radiology Department’s study of “no show” volumes for
outpatient MRI. The “No Show” rate averaged 15% across the past several years. This
high rate reflects the growing pressure on the one MRI unit at the Hospital that is serving
all of Regional One’s patients and is running at 125% of what HSDA defines as

' maximum capacity. Scheduling waits are often long and high intensity inpatients and
emergency/trauma patients needing MRIs frequently “bump” scheduled routine
outpatients.

¢ The following chart presents this initial analysis of Total Demand (Actual and
Suppressed) for MRIs by Regional One Health patients.

Actual Expressed and Suppressed Demand

For Outpatient MRI
at The Regional Medical Center
3-Year Coﬁpn?l;ild
2010 | 2013 | Total fr
i Growth% Growth Rate
(CAGR)
Actual MRI Procedures | 1,391 1.865 34.0% 10.5%
Plus: Estimated No- 589 715
Shows
TOTAL Demand for
MRIs at Regional One | 1,973 | 2,580
Health System

As shown in the next chart we projected MRI procedure volumes at the proposed ODC as
follows:

e Utilizing 2013 as our base year, we assumed that 75% of routine outpatients would be
scanned in the future at the proposed ODC at the Kirby Building.

¢ Further, we project that 75% of Regional One’s routine scheduled outpatients who are
now “no shows” can be recovered as the result of providing timely service in a
convenient, outpatient-friendly location.

e Finally, we assumed that historical growth rates at the Regional Medical Center for
routine outpatient MRIs would continue into the future ODC setting.
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PROJECTED MRI VOLUMES AT THE KIRBY ODC

10.5% Historical CAGR Continues
If 2nd MRI Unit | PROJECTED
Were Available Now YR1 YR2 YR3 YR4
. 2013 Est. ‘
Assumptions BASE 2014 2015 2016 2817 2018
75% of Hospital Outpatient . 5 B
Utilization is Decanted to Kirby 1’3?9 130 1708 ool 2R 250s _
75% of No Shows are Recovered 536 593 655 724 799 883
Total Projected Demand At 1,935 2,138 | 2,363| 2,611| 2,885| 3,188
Kirby ODC

In your response, it may also be helpful to quantify the impact 1o the hospital’s MRI
utilization by showing the amounts that are expected to shift to the proposed ODC (e.g.
some # or percentage of inpatient and outpatient MRI procedures) and to identify the
hospital’s estimated MRI utilization in Year 1 and Year 2 of this project. Please
complete the table below to help illustrate the MRI utilization trend of the applicant and
the hospital:

Provider 2011 2012 2013 2014 (Est) Year 1 Year 2

Applicant ODC
Hospital |

Respense: Please see following chart:

Provider 2011 2012 2013 2014 (Est) | Year 1 Year 2
Applicant ODC 2.363 2.611
Hospital 4,412 4,491 4,766 4.600 3.365 3,365
Combined ODC B

& Hospital i 4,412 4,491 4,766 4,600 5,728 5,976

Between 2012 and 2013, Inpatient MRIs at the Hospital increased by 16%. from 1,947 1n 2012 to
2,235 scans in.2013. For the same period, MRIs referred from the Emergency/Trauma increased
by 10% from 587 scans in 2012 to 648 in 2013. Inpatient MRI and Emergency/Trauma MRI
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demand has been gradually crowding out routine Outpatient demand. When the proposed MRI
unit at the ODC is open, continued growth in inpatient and emergency demand could be
accommodated at the Hospital.

Despite these high historical MRI growth rates, for the chart above, we froze the Hospital’s
combined Inpatient and Emergency/Trauma MRIs at their actual 2013 levels of 2,901 procedures
and added 25% of 2013 actual outpatient volume which would be expected to remain at the
Hospital. By Year 2, average utilization of the two units is 2,988 MRI procedures which exceeds
HSDA’s target for operational efficiency.

Inpatients and emergency/trauma patients scanned at the Hospital are of higher intensity than
routine outpatients. It takes significantly extra time to scan patients who may be on monitors,
have IVs, etc. These patients tie up MRI resources, making them less available to the routine
outpatients referred from the clinics. As shown in the previous table, even with the new unit at
~ the ODC to provide for the majority of outpatient volumes, we expect to have very constrained
capacity to accommodate growth. '

Using the top 10 primary MRI comumon procedure terminology codes (CPT) illustrated in
Attachment B.ILLA.3, please add a comparison of the applicant’s projected MRI
utilization to the hospital’s most recent 12-month MRI utilization. Please discuss the
rationale for any significant differences by procedure type, such as those that may arise
from new sources of referrals from physicians located near the proposed ODC at 6555
Quince Road.

Response: We did not project MRI volumes by CPT code for our ODC. Our anticipated
volumes were based on prior utilization and percentage of increase in total volumes. The only
CPT illustrations noted were in response to the CON question that requested the most common

MRI procedures by CPT code.

We do not expect a substantial difference in the MRI utilization mix of the ODC versus the
routine outpatient utilization mix of the Hospital. Our objective is to accommodate excess
utilization of our current MRI unit to be more responsive to our current patients and our current
referring physicians. We have not considered utilization from new referral sources.

Please complete the following table illustrating the hospital’s payor mix in 2013 and the

applicant’s projected payor mix. Please briefly discuss any similarities/differences
projected for the proposed ODC:
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Regional One Health’s MRI Payor Mix
Payor Hespital Hospital Applicant Applicant
MRI as a Y% total ODC ODC
Procedures MRI MRI as a % of
-2013 Procedures | Procedures total MRI
—Year 1l Procedures
Medicare 326 18% 591 25%
liemCaref'Medicaid 415 22% 591 25%
Commercial Insurance 259 14% 945 40%
Private Pay /Other
(includes Shelby County _
Corrections) 864 46% 236 *10%
Total 1,865 - 100% 2,363 100%
Estimated 2013 Suppressed
Demand = Lost MRIs "NO- _
SHOWS" & “Referred But 715
Never Scheduled”
REVISED TOTAL QP
MRI DEMAND of
Regional One Health 2,580
" Patients

Response: See chart above. Long waits to receive care and “bumping” of routine outpatient
MRIs in favor of inpatients and Emergency/Trauma patients at the Hospital is assumed to be a
particular deterrent to our referred MRI patients with reimbursement coverage. This has created
suppressed demand among Regional One’s patients. With Regional One’s addition of the second
MRI unit, it is projected that at least 75% of what had been MRI suppressed demand will be
served at the Kirby ODC. It is projected that the payor mix for MRI at the ODC will differ from
that of the hospital in several important ways:

« Medicare percentage is projected to be higher at the ODC compared to at the hospital. In
addition to lowering the risks of long scheduling waits and “bumping,” the ODC’s
convenient parking, easy canopied drop-off. and accessible location of imaging within
the Kirby building in relation to parking is considered to be a “draw™ for our older
patients who avoid the Hospital's dark parking garages and long walks to reach the
Hospital's Radiology Department.

o TennCare/Medicaid percentage is projected to be roughly the same. The difference is not
material and is largely due to rounding in making projections.

« Commercial Insurance percentage is projected to be higher at the ODC largely due to the
convenience of location, parking, and the priority given to the scheduling of outpatients
and the capability of honoring scheduled routine MRIs.

« -Private Pay/Other is projected to be lower at the ODC for several reasons:

~  Shelby County Corrections Department patients accounted for more than 100
outpatient MRIs in 2013. Prisoners will continue to be served at the Hospital
which has the appropriate security facilities.
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- While the ODC will be more convenient for patients with cars, the Center may be
Jess accessible for some patients who rely on public transportation. These self-
pay patients will continue to be served at the Hospital.

- Certain patients receiving care at the Clinics located in the Hospital may be
scheduled for multiple tests and therapies on the same day, making an MRI
downtown more convenient.

_  The decanting of outpatient volumes from an overloaded MRI unit at the hospital
to the new unit at the ODC will make scheduling these patients at the Hospital
more convenient, timely, and responsive.
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14, Section C. Economic Feasibility, Item 1 (Project Costs Chart)

e 28, 25

The chart is noted. The comparison to hospital renovation projects is unclear given the
difference between facilities. It would be helpful if the applicant could reference other
similar projects of this type. As a suggestion, please contact Alecia Craighead for

assistance.

Response: Alecia Craighead of your office agrees with your comment that there have not been
enough ODCs to identify average and/or quartile costs. With that said, our estimated project

construction cost of $54.29 is much lower than the costs charted above.

Even when considering the fact that the Landlord will pay for additional Tenant Improvement as
part of the lease, the total cost per GSF is only $164.29, which is in the mid-range for the other

reported project costs listed above.

The comments on page 13 about projected equipment & property costs are noted. To

- complement same for purposes of this item, please

briefly describe the methodology used

to identify the amounts of the imaging equipment and lease costs over the life of their
leases and compare to their Fair Market Value amounts. In your response, please provide
documentation of the Fair Market Value from both the equipment vendor and the MOB
property owner (or document from real estate appraiser, if necessary).

Response: All of this information was included on page 20 of the application, and is replicated
below. The Applicant made the logical assumption that the Purchase Price of the equipment

would be the Fair Market Valoe. Please see following chart:

Purchase Term Monthly

Egquipment Price (Mos) Payment Total Cost
MRI Optima MR 450w $1,069,686.95 | 84 $13,100.00 1,100,400
CT Goldseal Brightspeed Elite 16 | $306,350.99 60 $5.000.00 300,000
Mammo | Senographe Care $280,910.85 60 $4,500.00 270,000
X-Ray | Goldseal Precision 500D $315,000.00 60 $5,100.00 306,000
o Logiq E9 §144,000.00 | 36 $3.600.00 129,600

Package Pricing $2,115,948.79 $18,200.00 2,106,000

The expected useful life of the above equipment is 7 to 10 years.

The quote from the equipment vendor is noted. However, the quote is scheduled to

expire in July 2014. Pl

Response: Please see Supplemental B.ILE.3.
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Please briefly describe the responsibilities the contractor and the equipment vendor will
have in preparing- space in the proposed ODC for installation of the MRI equipment in
accordance with all applicable safety and building codes.

Response:  Architectural programming and preliminary planning have been provided by
American Program Management (APM”), an experienced healthcare Program Manager
representing Regional One Health. The architect/engineer of record for the project is The Crump
Firm of Memphis. Tennessee, an experienced healthcare designer charged with designing the
project to comply with all applicable safety and building codes. Information provided by the
equipment vendors will be incorporated into the Construction Documents and Specifications.
The contractor will be responsible for all construction in accordance with the Construction
Documents. Construction Administration services will be provided by the project manager, the
architect, the engineer and APM’s project manager.
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15. Section C, Economic Feasibility, Item 4 (Historical Data Chart)

Given the applicant’s relationship to the hospital owner, please provide a historical data
chart for the hospital’s MRI service and/or imaging department, if possible, for the most
tecent full 12-month fiscal year period. '

Response: Unfortunately, the hospital does not compile information in the format requested.
The hospital does not have, in effect, discreet outpatient financials for the imaging department
and/or MRI utilization that would be comparable to what is proposed at the ODC. The hospital
can track direct expenses for an entire department, such as inpatient, outpatient, and ER.
However, the hospital does not track net operating revenue, indirect expenses, or income by
department.
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16. Section C. (Economic Feasibility) Question 4 (Projected Data Chart)

Please also provide a Projected Data Chart for only the MRI service of the proposed
ODC.

Response: Please see attached Supplemental MRI PDC (Projected Data Chart for the MRI
service for Years 1 and 2). Please note that this chart tracks revenue only, as there is no way to
compute the expenses for MRI procedures, only. A comparison of this chart with the total
project Projected Data Chart (already submitted) indicates that MRI procedures will account for
approximately 54.6% of the gross revenue for this project. Making the assumption that MRI
expenses will be the same percentage (and the Applicant does not make this assumption), Net
Operating Income Less Capital Expenditures would be 54.6% of the total project’s respective
numbers, or, approximately $116, 463 and $24.611 in Years 1 and 2.

How many unduplicated patients and imaging procedures account for the $131,707 and
$158,049 amounts projected for charity care of the full project in the first and second
vears of the project (please provide for'éach service type of the ODC - MRI, CT,
Ultrasound and Fluoroscopy)?

Response: We computed chérfty care by a percentage of revenue (5%). Applyi'ﬁg that
percentage to the new utilization chart yields the following:

ODC Charity ODC Charity

Outpatient Procedure Year 1 Pts Yrl VYear2 PtsYr2
MRI 2,363 119 2,611 131
CT 1,545 78 2,237 112
All Other 8.671 434 10.247 513
Total Volume I 12,579 | 631 ‘ 15,095 ‘ 75?]

Are the costs for imaging interpretation services by qualified physicians reflected in the
Projected Data Chart? If so. please identify the amounts & Dbriefly describe the
arrangements that may apply. If not. please explain how physicians who provide imaging
interpretation services will be compensated.

Response: It is anticipated we will have a Professional Services Agreement with UTMG. They
will provide services for 18% of the gross collections minus the cost of billing. Global bills will
be sent by the ODC. The percentage of collections allocated through the PSA will be reviewed
every year and adjusted based on the technical and professional components of the Medicare fee
schedule.

Since the imaging equipment will be leased, what is being depreciated in the chart at the
rate of $100,703 per year (item D.5)?

Response: This is the anticipated amortization of the $518,350 equipment that is being
purchased (Please sée Project Costs Chart, Item A.7). o
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17. Section C. (Eeonomic Feasibility) Item 5 and Item 6.B

Please note the updated HSDA chart for MRI and CT Gross Charges per
Procedure/Treatment by quartiles for years 2010 through 2012 in the following table and

compare to the gross charges of MRI and CT services of the proposed ODC:

Gross Charges per Procedure/Treatment

By Quartiles
YEAR = 2012
Equipment Type 1st Quartile Median 3rd Quartile
CT Scanner $873.14 $1,735.22 $2.656.97
MRI $1,580.35 $2.106.03 $3.312.48

Source: Medical Equipment Registry — 12/06/2013

Response: As reported in the application, there are no historical charge rates for the Applicant.
It is projected that average patient charges for Year 1 (considering ALL procedures) will be:

Average Gross Charge/Patient: $ 555
Average Deduction/Patient $ 366
Average Net Charge/Patient $ 188.

It is projected that average patient charges for Year 1 (MRI only) will be:

Average Gross Charge/Patient: $1,794
Average Deduction/Patient $1,185
Average Net Charge/Patient $ 609.

In addition, it is projected that average patient charges for Year 1 (CT only) will be:

Average Gross Charge/Patient: $ 750
Average Deduction/Patient $ 495
Average Net Charge/Patient $255.
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18. Section C, Economic Feasibility, Item 10

The alternatives are noted. Based on Regional Health One’s participation in the proposed
ODC, was any consideration given to sharing MRI services through a shared space
arrangement with the hospital or entering inito a shared arrangement with another existing
MRI provider in Shelby County? Please clarify.

Response: No. The need for additional MRI services is based, in large part, on the need for
more services at Regional One Health. Since our existing MRI is operating at a rate that is over
capacity (and in excess of the guidelines), we have a need for an additional MRI. The question
was whether or not to install a 2" MRI at Regional One Health. For all of the reasons given in
the application, the most important of which was patient convenience, the decision was reached
to place this additional MRI in an outpatient setting. Utilization of MRIs in other locations and
by other providers will not impact our need.
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19.  Section C, Centribution to Orderly Development, Item 3.

The staffing estimate of employees noted by the applicant on page 53 is approximately
four (4) full time equivalents at an annual total combined base salary of $240,000.
Adding benefits @ 35%, the total annual amount is approximately $324,000. When
compared to an average projected salary and wage expense of approximately $571,200 in
Year 1 increasing by 13.3% to $647,170 in Year 2, what staff account for the balance of
the projected salary cost for the project? Please clarify.

Response: The CON application requests FTE and salary information for “...all employees
providing patient care for the project.” (emphasis added). Therefore, only those employees (who
provide patient care) were included in the salary and FTE charts. Administrative positions
(manager, reception, etc.), not asked for in the application. account for the difference.
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20.  Development Schedule

The schedule has an Agency hearing date of September 24, 2014. In reviewing the
schedule further, it is unclear why the applicant would plan on completing the activities
noted in items 1 — 6 of the schedule before the HSDA Agency meeting (activities include
obtaining a building permit and beginning construction on 9/10/14). Please clarify.

Response: Please see a revised Project Completion Forecast Chart.

Please revise & resubmit the schedule as a replacement page to the application. Note:
please also change the hearing date on the schedule from November 2012 to September

2014.
Response: Please see a revised Project Completion Forecast Chart.

According to 68-11-1607(i), “The owners of the following types of equipment shall
registér such equipment with the health services and development agency: computerized
axial tomographers, lithotripters, magnetic resonance imagers. linear accelerators and
position emission tomography. The registration shall be in a manner and on forms
prescribed by the agency and shall include ownership. location, and the expected useful
life of such equipment. The first registration of all such equipment shall be on or before
September 30, 2002. Thereafter, registration shall occur within ninety (90) days of
acquisition of the equipment. All such equipment shall be filed on an annual inventory
survey developed by the agency. The survey shall include, but not be limited to, the
identification of the equipmént and utilization data according to source of payment.' The
survey shall be filed no later than thirty (30) days following the end of each state fiscal
year. The agency is authorized to impose a penalty not to exceed fifty dollars ($50.00) for
each day the survey is late.”

Response: As reported in the application, the Applicant will provide all data contemplated by
this question.

Tn addition, please see attached tear sheet and affidavit for the public notice in the Commercial
Appeal.
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£
(' Regional One Health

N

June 11, 2014

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street,. Suite 850

Nashville, Tennessee 37243

Re:  Regional One Health Imaging, LLC, owned by
Shelby County Health Care Corporation, d/b/a, Regional One Health

Mrs. Hill,

I am the Chief Financial Officer for Shelby County Health Care Corporation. Our latest
financials, submitted with our Certificate of Need application, show that we have sufficient
cash reserves to fund the $817,350 indicated cash portion of the project (plus working
capital required to absorb start-up losses). While the project totals over $5.3 million, the
balance of the project cost includes eleven years of facility rent and leasing/maintenance
costs for medical equipment.

This is to notify you that our cash reserves are both available and dedicated to this project.

Please contact me if you have any questions.

Sincerely.
‘W |
7 "R K}

Aetsne| L &JXQA i

J. Richard Wagers, Jr.
Senior Executive Vice President & CFO

\

877 Jefferson Avenue regionalonehealth.org
Memphis, TN 38103
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Anticipated utilization at the ODC will be as follows:

ODC ODC Hospital Hospital

Outpatient Procedure Year 1 Year2 O/ 2012 O/P 2013
MRI 2,363 2,611 2,544 2,513
CT 1,545 2,237 10,830 11,893
All Other 8,671 10247 38,525 35915
Total Volume | 12579 15,095| 51,899 50,321 |

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
Owner’s patients who originate in Tennessee are from Shelby County, according to recent JAR data. For
example, Regional One Health provided 68,095 inpatient days to Tennessee residents in 2011, with
60,247 originating from Shelby County. With that said, the Applicant also provided care to patients from
31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011. In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee puiposes, Shelby
County is primary service area of Regional One Health. As a wholly-owned subsidiary, the Applicant’s
service area will surely mimic that of the hospital.

Based on an internal zip code patient analysis at Regional One Health, approximately 80% of the
Hospital’s patients requiring outpatient diagnostic services reside within a 20 minute drive of the ODC
location. Further, the location of this new ODC will be much closer and more accessible for those
patients who reside in the southern and southeastern portion of our service area.

The Landlord and the Applicant will share in the costs necessary to renovate the existing space. The
Applicant’s portion of that cost will be $249,000. The Applicant has already incurred legal,
administrative and consultant costs of approximately $50,000, and fixed equipment (but not diagnostic
equipment) will cost an additional $518,350. The ODC will be located in a 4,587 GSF space, but
common area allowances increase the amount of leased space to 5,275 GSF. The lease cost for the space
($1,392,600) exceeds the fair market value (“FMV”) of the space (or, $1,151,532.50), to the higher lease
cost is" used in the Project Costs Chart. Diagnostic equipment (MRI, CT, Mammography, X-
ray/Fluoroscopy, and Ultrasound equipment) will be leased. The purchase costs (52,115,948.79) exceed
the lease costs ($2,106,000.00) for the equipment, so the higher purchase cost for the equipment is used
in the Project Costs Chart. Please note that equipment maintenance costs (included in the Project Costs
Chart) are free in Year 1, but start up in the 2" and succeeding years. Therefore, the Projected Data
Chart will show more expenses in Year 2. Even so, we anticipate positive cash flow.

R-13
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Other considerations: 1) MRI is supplanting Nuclear MediBa@ @M -ray as the imaging

modality of choice for certain conditions; 2) Increasing population of aged individuals
drives increased imaging; and 3) New screening options also drive volumes

» VOLUME PROJECTIONS FOR REGIONAL ONE IMAGING — AT KIRBY

Anticipated utilization at the ODC will be as follows:

ObC ODC Hospital Hospital

QOutpatient Procedure Year1 Year2 O/P 2012 O/P 2013
MRI 2,363 2,611 2,544 2,513
CT 1,545 2,237 10,830 11,893
All Other 8.671 10247 38525 350915
Total Volume 12579 15,095] 51,899 ] 50,321 |

Why An ODC With MRI af Kirby:

> Responsive service to existing petients is the primary goal: — To achieve this, Regional One is

focused on:

Timely Access: Adding and dedicating an MRI to Outpatients ‘facilitates prompt
scheduling

Convenience in Location: Approximately 80% of Regional One’s PSA population who
require outpatient diagnostic services reside within a 20-Minute Drive-Time from Kirby.
In addition, Kirby is close for SSA-East. More stats re: rest of service area including SSA-
East

Ease of Access Once Arrived: Getting downtown to the Regional Medical Center can be
a frustrating experience. Once one arrives at the Medical Center, parking and walking
time to get through the large downtown campus complex to get to Imaging.can take
another 15 minutes. Ample parking will be provided at the Kirby Building with
convenient and quick access to the entryway of the building. Further, a covered porte
cochere will be available for patient drop-off, further speeding access.

R-19
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Other considerations: 1) MRI is supplanting Nuclear Medicine and x-ray as the imaging

modality of choice for certain conditions; 2) Increasing population of aged individuals
drives increased imaging; and 3) New screening options also drive volumes

> VOLUME PROJECTIONS FOR REGIONAL ONE IMAGING — AT KIRBY .

Anticipated utilization at the ODC will be as follows:

ObC ODC Hospital Haospital

Outpatient Procediire Year Year2 O/P 2012 O/F 2013
MRI 2,363 2,611 2,544 2,513

CT 1,545 2,237 10,830 11,893

All Other . 8,671 10247 38525 35915
Total Volume | 12,579 15,095| 51,899 | 50,321 |

Why An ODC With MRI at Kirby:

» Responsive service to existing patients is the primary gogl: — To achieve this, Regional One is

focused on:

Timely Access: Adding and dedicating an® MRI to Outpatients facilitates prompt
scheduling

Convenience in Location: Approximately §0% of Regional One’s PSA population who
require outpatient diagnostic services reside within a 20-Minute Drive-Time from Kirby.
In addition, Kirby is close for SSA-East. More stats re: rest of service area including SSA-

East

Ease of Access Once Arrived: Getting downtown to the Regional Medical Center can be
a frustrating experience. Once one arrives at the Medical Center, parking and walking
time to get through the large downtown campus complex to get to Imaging can take
another 15 minutes. Ample parking will be provided at the Kirby Building with
convenient and quick access to the entryway of the building. Further, a covered porte
cochere will be available for patient drop-off, further speeding access.
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Healthcare Financial Services

June 24, 2014

Dr. Jeff Landman
Regional One Health
6555 Quince Road
Memphis, TN 38119

Dear Dr. Landman:

GE Healthcare Financial Services, a component of General Electric Capital Corporation ({GEHFS"), is pieased to submit the

following proposal:

Contract Description:
Lessor.

. Lessee:

Equipment Descriptio'n:

Equipment Cost:

Term and Rental
Payment Amount:

Lease Rate on
Equipment Cost:

End of Lease Options:

Advance Rent;

Documentafion Fee:

Interim Rent:

Required Credit
Information:

True lease of equipment.

General Electric Capital Corporation, or one or more of its affiliates and/or assigns.
Regional One Health

GE Healthcare Diagnostic Imaging Equipment
$2,115,948,79

Product Price Term PMaQyﬂrnuI;'m
Optima MR 450w $1,069,686.95 84 $13,100.00
Goldseal Brightspeed Elite 16 $306,350.99 60 $5,000.00
Senographe Care $280,910.85 60 $4,500.00 ‘
Goldseal Precision 500D $315,000.00 60 $5,100.00
Logig E9 $144,000.00 36 $3,600.00

Note: The lease rate and rental payment amounts have been calculated based on the Swap Rate (as
defined below) and an assumption that, at the time of funding, the Swap Rate will be 1.80%. GEHFS
reserves the right to adjust the lease rate and rental payment amounts if this is not the case, and/or if
the lease commences after December 31, 2014, and/or for other changes in market conditions as
determined by GEHFS in its sole discretion. As used herein, “Swap Rate" means the interest rate for
swaps that most closely approximates the initial term of the lease as published by the Federal Reserve
Board in the Federal Reserve Statistical Release H.15 entitled "Selected Interest Rates” currently
available online at http://www federalreserve.govireleases/hi5/update/ or such other nationally
recognized reporting source or publication as GEHFS may specify.

Lessee shall, at its option, either purchase all (but not less than all) of the Equipment for its then fair
market value, plus applicable taxes or return the Equipment to GEHFS. .

$0.00 due with signed contract. In no event shall any advance rent or advance charge or any other
rent payments be refunded to Lessee. The Advance Rental will be applied as described in the lease.,

A documentation fee of $Waived will be charged to Lessee to cover document preparation, document
transmittal, credit write-ups, lien searches and lien filing fees. The documentation fee is due upon
Lessee’s acceptance of this proposal and is non-refundable. This fee is based on execution of our

standard documents substantially in the form submitted by us. In the event significant revisions are
made to our documents at your request or at the request of your legal counsel or your landlord or
mortgagee or their counsel, the documentation fee will be adjusted accordingly to cover our additional

costs and expenses.

If the lease commencement date is not the 1% or 15" of any calendar month (a “Payment Date”),
interim rent may be assessed for the period between the lease commencement date and the Payment
Date

1. Two years fiscal yeér end audited/un-audited financial statements and comparative interim
statements; or tax returns and business plan.

2. Such additional information as may be required.
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Proposal Expiration: This proposal and all of its terms shall expire on December 34’,lmﬁ 25,5%!%3 not received
Lessee’s signed acceptance hereof by such date. Subject to th eﬁm sentence, this proposal
and all of its terms shall expire on December 31, 2014 if the lease 43S not commenced by such date.

The summary of proposed terms and conditions set forth in this proposal is not intended to be all-inclusive. Any terms-and conditions
that are not specifically addressed herein would be subject to future negotiations. Moreover, by signing the proposal, the parties
acknowledge that: (i) this proposal is not a binding commitment on the part of any person to provide or arrange for financing on the
terms and conditions set forth herein or otherwise; (i) any such commitment on the part of GEHFS would be in a separate written
instrument signed by GEHFS following satisfactory completion of GEHFS’ due diligence, internal review and approval process (w hich
approvals have not yet been sought or obtained); (iii} this proposal supersedes any and all discussions and understandings, written or
oral between or among GEHFS and any other person as to the subject matter hereof; and (iv) GEHFS may, at any leve! of its approval
process, decline any further consideration of the proposed financing and terminate its credit review process. Lessee hereby
acknowledges and agrees that GEHFS reserves the right to syndicate (via a referral, an assignment or a participation) all or a portion
of the proposed transaction to one or more banks, leasing or finance companies or financial institutions (a "Financing Party"). In the
event GEHFS elects to so syndicate all or a portion of the proposed transaction (whether before or after any credit approval of the
proposed transaction by GEHFS) and is unable to effect such syndication on terms satisfactory to Lessee and/or GEHFS, GEHFS
may, in its discretion, decline to enter into, and/or decline any further consideration of, the proposed financing. Lessee hereby further
acknowledges and agrees that, in connection with any such syndication, GEHFS may make available to one or more Financing
Parties any and all information provided by or on behalf of Lessee to GEHFS (including, without limitation, any third party credit

report(s) provided to or obtained by GEHFS).

Except as required by law, neither this proposal nor its contents will be disclosed publicly or privately except to those individuals who
are your officers, employees or advisors who have a need to know as a result of being involved in the proposed transaction and then
only on the condition that such matters may not be further disclosed. Nothing herein is to be construed as constituting tax, accounting or

legal advice by GEHFS to any person.

You hereby authorize GEHFS to file in any jurisdiction as GEHFS deems necessary any initial Uniform Commercial Code financing
statements that identify the Equipment or any other assets subject to the proposed financing described herein. If for any reason the
proposed transaction is not approved, upon your satisfaction in full of all obligations to GEHFS, GEHFS will cause the termination of
such financing statements. You acknowledge and agree that the execution of this proposal and the filing by GEHFS of such financing
statements in no way obligates GEHFS to provide the financing described herein. By signing below, you hereby consent to and
authorize GEHFS to perform all background, credit, judgment, lien and other checks and searches as GEHFS deems appropriate in its

sole credit judgment.
We look forward to your early review and response. If there are any questions, we would appreciate the opportunity to discuss this
proposal in more detail at your earliest convenience. Please do not hesitate to contact me directly at 615-854-3687.

Sincerely yours,
Don Diffendorf

Donald Diffendorf

Vice President

GE Healthcare Financial Services,

a component of General Electric Capital Corporation

Acknowledged and Accepted:

(Legal Name)

By.
Title:

Date:

Fed ID#
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OUTPATIENT BIAGNOSTIC CENTERS

1. The need for outpatient diagnosti¢c services shall be determined on a county by
county basis (with data presented for contiguous counties for comparative purposes)
and should be projected four years into the future using available population

figures.

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of
the Applicant’s Owner’s patients who originate in Tennessee are from Shelby County, according
to recent JAR data. For example, Regional One Health provided 68,095 inpatient days to
Tennessee residents in 2011, with 60,247 originating from Shelby County. With that said, the
Applicant also provided care to patients from 31 total counties in Tennessee in 2011, and patients
_ from at least 10 other states came to the Applicant for care in 2011. In addition to the 68,095

patient days provided to Tennessee residents, 22,677 inpatient days were provided to residents of
other states, bringing the total inpatient days to 90,772. While this data emphasizes the
“regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby County is
primary service area of Regional One Health. As a wholly-owned subsidiary, the Applicant’s
service area will surely mimic that of the hospital.

Our projection methodology was, in part, based on a historical growth analysis, but we also
incorporated an assessment of suppressed demand.

Specifically, we first sought to establish a baseline of total demand (Actual and Suppressed) for
routine outpatient MRI services at Regional One Health. Note that Outpatient volumes reported
to HSDA and in JAR-H merge routine outpatient MRIs and emergency/trauma outpatient MRI

volumes.

e We first isolated routine outpatient MRIs from emergency/trauma outpatient volumes in
order to assess historical growth rates for the types of patients who would be served at the
ODC. As shown in the following chart, from 2010 to 2013, routine outpatient MRI
procedures grew by 34% -- a compound annual growth rate (CAGR) of 10.5% across this
3-year period.

e We also incorporated the Radiology Department’s study of “no show” volumes for
outpatient MRI. The “No Show” rate averaged 15% across the past several years. This
high rate reflects the growing pressure on the one MRI unit at the Hospital that is serving
all of Regional One’s patients and is running at 125% of what HSDA defines as
maximum capacity. Scheduling waits are often long and high intensity inpatients and
emergency/trauma patients needing MRIs frequently “bump” scheduled routine
outpatients.

e The following chart presents this initial analysis of Total Demand (Actual and
Suppressed) for MRIs by Regional One Health patients.
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Actual Expressed and Suppressed Demand
For Qutpatient MRI
at The Regional Medical Center

, Compound
3-Year A nad
2010 | 2013 Grz:)’\’tfaf: o Growth Rate
- v, (CAGR)
Actuzl MRI Procedures | 1,391 | 1,865 S4i0% 10:5%
Plus: Estimated No- 582 715
Shows
" TOTAL Demand for

MRIs at Regional One | 1,973 | 2,580
Health System

As shown in the next chart we projected MRI procedure volumes at the proposed ODC as
follows:

"e Utilizing 2013 as our base year, we assumed that 75% of routine outpatients would be
scanned in the future at the proposed ODC at the Kirby Building.

¢ Further, we project that 75% of Regional One’s routine scheduled outpatients who are
now “no shows” can be recovered as the result of providing timely service in a
convenient, outpatient-friendly location.

e Finally, we assumed that historical growth rates at the Regional Medical Center for
routine outpatient MR1Is would continue into the future ODC setting.

PROJECTED MRI VOLUMES AT THE KIRBY ODC

10.5% Historical CAGR Continues
[f2nd MRIUnit | - PROJECTED
Were Availahle Now YR1 YR2 YR3 YR4
. 2013 Est.
Assumptions BASE 2014 20158 2016 2017 2018
75% of Hospital Qutpatient i = 5 "2
Utilization is Decanted to Kirby 1,399 1,546 LA LiGe7 2083 2,304
75% of No Shows are Recovered 536 593 655 724 799 883
fibebrcieeteaipmantiR il jpadss 2,138 |- 2,363 | 2,611 | 2,885 3,188
Kirby ODC
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2. Approval of additional outpatient diagnostic services will be made only when it is

demonstrated that existing services in the applicant’s geographical service area are
not adequate and/or there are special circumstances that require additional services.

Response: The Hospital provides all of the stated services at its facility on Jefferson Avenue in
downtown Memphis. However, such diagnostic services are over-utilized at the Hospital due to
a combination of factors, including inpatient use, emergency patient use, and the fact that the
Hospital operates the third most active Trauma Center in the United States. Due to the high
demand at the Hospital; the scheduling of diagnostic services — especially elective services —
result in long wait times for patients and providers alike. The Applicant projects future
need/demand for diagnostic services at the same rate utilization of these services have increased
at the Hospital. Therefore, additional diagnostic services are needed, and it was deemed prudent
to open up an ODC in a more convenient location for outpatients. The Hospital already has the
MOB under lease, and sufficient space is available on the first floor of that building for the ODC.

3. Any special needs and circumstances:

a. The needs of both medical and sutpatient diagnostic facilities and services
must be analyzed.

Response: Please note response to #2 above. In addition, according to the U.S. Department of
Health and Human Services, there are 58 Medically Underserved Area tracts in Shelby County.
In addition, the same source shows that there are 113 census tracts that are Health Professional
Shortage Areas. See Attachment C.Need.4.B.

Further, charts provided in the application show that Shelby County has a high percentage of
racial minorities, and both per capita income and average household income for Shelby County
compare favorably with both Tennessee and the nation. Regional One Health accepts all patients
who present for care, irrespective of their ability to pay, as will the Applicant. The approval of
this project will only enhance the care delivered to all patients at Regional One Health and
through its subsidiary, including minorities and low income patients.

b. Other special needs and circumstances, which might be pertinent, must be
analyzed.

Response: Please note response to #2 above. In addition, according to the U.S. Department of
Health and Human Services, there are 58 Medically Underserved Area tracts in Shelby County.
In addition, the same source shows that there are 113 census tracts that are Health Professional

Shortage Areas. See Attachment C.Need.4.B.

Further, charts provided in the application show that Shelby County has a high percentage of
racial minorities, and both per capita income and average household income for Shelby County
compare favorably with both Tennessee and the nation. Regional One Health accepts all patients
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Specialty: Readislogy
Locations:

Memphis Medical Center
Radiology

865 Jefferson, Chandler F150
Memphis, Tennessee 38103-2807
Office: 901-448-6110

Fax: 901-302-2475

Certification(s): Dr. Shankar is board certified by the American Board of Radiology.

Medical Degree: Calcutta University“ Bankura Medical College, Bankura, West Bengal,

india

Intermships: Calcutta University, Bankura Medical College, Bankura, West Bengal, India

Residency: (Radiodiaghosis and Imaging) Postgradulate Institue of Medical Education and

Research, Chandigarh, India

Feliowship: (interventional MRI) Brigham and Women's Hospital, Boston, Massachusetts;

(Oncoradiology) Dana-Farber Cancer Institute, Boston, [Miassachusetts

Special interest:

« Diagnostic Radiology
Interventional Radiology
« MR - Magnetic Resonance Imaging
« Oncoradiology
« Tumor ablation- radiofrequency and cryo ablation
+ Ultrasound

Professionzl Memberships:

« American College of Radidlogy
- Radiological Society of North America
« Society of Radiologists in Ultrasound

Additiocnal Informaticmn:
« Fellows Education Award, Harvard Medical Schioo!
« Co-author and author of over 80 medical publications, presentations, leciures, abstracts,
and book chapters on radiology
< Peer reviewer for several medical journals
« Extensive tzaching and academic/research experience

http://www, utmedicalgroup.com/Doctors/index.php?staffID=357[6/24/2014 10:58:16 AM]



Home Quaeiity & Sefety Accreditation ¢

Lwiy,  The MRI Accreditation Program evaluates the qualifications of
S477 S5 personnel, the quality control program, MR safety policies and

' image quality specific to MRI. All providers that bill for MRI
EESESY I nder part B of the Medicare Physician Fee Schedule must be
%= accredited in order to receive technical component

reimbursement from Medicare.

Program Reguirements

ltis reguired that you carefully read the Diagnostic Modality Accreditation Program Overview
for a summary of the accreditation process and the modality-specific program requirements
before applying for accreditation.

Giagnostic Modalily Accreditation Program Ovenview
MR Accreditation Program Requirements
New! Expedite the Accreditation Process with Electronic Image Submission!

Electronic image submission is now available for CT and MR faciliies! When
completing the accreditation application, select “electronic” for the type of submission
This new option will reduce the turnaround time for accreditation image review. For
more information, click the link below for User Instructions for Electronic Submission of
Images

User Instructions for Electronic Submission of Images

Fregquently Asked Questions (FAQ)
MIRI Accreditation Program FAQ
ACR CT, MRI, Nuclear Medicine and PET Accreditation Program Requirements for
Wiedical Physicists/MR Scientists

Apply for Accreditation

An online accreditation system is available for the MR| Accreditation Program. Existing
facilities that have already applied with the ACR for this program should access the sysiem
for the first ime by following the steps in the accouni activation document below. Facilities
applying for MR for the firstfime can follow the link to the online system and click the link to
"register” for an account )

Instructions 1o°activate the account for  facilily that has previously applied with the AGR
for MR1 or Bre‘ast iR ! .
iccess the online accreditation system

Testing and QC Forms

Facilities that have applied for the MRt Accreditation Program will read these documents
and use the forms to gather data that will be entered into the online testing package before
the images are sent for review Please note that these farms should not be submitied to
the ACR for accreditation.

Clinical Image Quality Guide

Testing Instructions (Updated 1/17/14)
Cuality Assurance Questionnaire

Clinicai Data Form

DesAcco Order Form (Updated 1/17/14)

Large Phantom Orger Form (Updated 1/21/14)
Large Phantom Instructions

Large Phantom Guidancs

Large Phantom Data Form

Smiali Phantom Order Form (Updated 1/21/14)
Smeail Phantom Instructions

Smali Phantom Guidance
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Small Phantom Daiz Form
Checklist

Wsekly QC Form

Weelly Laser QT Form
Weekiv Visuai Checklist

Toolkit for Site Visits

The Medicare Improvements for Patients and Providers Act (MIPPA) calls for al} providers of
CT, MRI, breast MRI, nuclear medicine, and PET exams that bill under Part B of the
Medicare Physician Fee Schedule to be accrediied by Jan. 1, 2012, in arder to receive
payment for the technical component of these services. Currently, the CMS/MIPPA
mandates apply to outpatient facilities only, NOT t¢ hospitals. Per MIPPA, the ACR will
perform unannounced site surveys to validate compliance with accreditation criteria. The
ACR strongly advises that sites use the documents below to gather and organize their

information for these site stirveys

Toolkit for Practice Sites

CME/Continuing Experience Record for Physicians
CME/CEU Record for Medical Physicists/MR Scientists
CEU Record for Technologists

Related Products

CPIl Body MRI Speciai Edition 201 1 6th Annual Body MR
6/23/2012

———
BT BetlAsseas

Radiologists will
enjoy a self-
assessment module
created by
subspecialty experts.

Studyimages, ques..

Learn more

TETION LOG

Log in to access the online accreditation
system

CONTACT US

Phone 800-770-0145
Fax 703-380-9834
Email mri@acr.org

ACR MiR! Accreditation Program
1891 Preston VWhite Dr
Resfon, VA 20191

Juns 18 2014, Accreditation Update
Webinar

B
CT Accreditation Prasentation

Nuclear Mesdicine/PET Accreditation
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[} MRI Terminology Glos sary
"] MR Safety Resources

1 MR Quality Conirol hanual
[ Accreditation Newsletters

RELATED PRODUCTS

Emergency Imaging

~ for the General
Radiologist May 12-
21,2014

View Details

CME for Journal
JACR14, 6June ‘

View Details
CPI Pediatric

Radiology Module
2008

View Details

IHARKET YOUR FACILITY

Is your facility already accredited? Our
marketing resources are
customized by modality

Aecess Your Marketing Toolkit
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Home Quazlity & Safety ' Accreditation

. The €T Accreditation Program involves the acguisition of
\n’/.f:“\_"“‘:i“», . . .
o clinical and phantom images, dose measurements and the
Al *| submission of scanning protocols. Providers that bill under
part B of the Medicare Physician Fee Schedule must be
accredited in order to receive technical component
reimbursement from Medicare.

Program Reguirements

Itis required that you carefully read the Diagnostic Modzlity Accreditation Program Overview
for a summary of the accreditation process and the modality-specific program requirements
before applying for accreditation

Diagnostic Modality Accreditation Program Overview
CT Accreditation Program Requirements (Updated 11-18-13)
New! Expedite the Accreditation Process with Electronic Image Submission!

Electronicimage submission is now available for CT and MRI facilities! When
completing the accreditation application. select *electronic” for the type of submission
This new option will reduce the turnaround time for accreditation image review. For
more information, click the link below for User Instructions for Electronic Submission of

Images

User Insiructions for Elecironic Submission of Images

Freguently Asked Questions (FAQ)

CT Accreditation Program FAQ
CT QC Manual FAQs - NEW 8-16-13
ACR CT, MR, Nuclear Madicine and PET Accreditation Program Requirements for

Medical Physicists MR Scientists

Apply for Accreditation

An online accreditation system is available for the CT Accreditation Program  Existing
facilities that have already applied with the ACR for this program should access the system
for the first time by following the steps in the account activation document below Facilities
applying for CT for the firsttime can follow the link to the online system and click the link to

"register for an account

- Instructions to activate the accaunt for & facility that has previously gpplied with the ACR

for CT
Access the online accreditation system

Testing and QC Forms

Facilities that have applied for the CT Accreditation Program will read these documents and
use the forms 1o gather daia that will be entered into the online testing package before the
images are sent for review. Piease note that these forms should not be submitted to the

ACR for accreditation

Clinical Image Quality Guide

Testing Instructions

Quality Assurance Questiannsirs

Clinical Testlmzge Datz Form

DesAce Order Form

Phantom Ordei Form (Updated 11-12-13)
Phantom Testing Instructions

Testing Maieriale Chacklist- NEW 8-21-13
CTAF Phantom Data/Dose Forms

2012 CT Quality Control Manual




Daily Technclogist QC Form
Visual Checklist Form (Upgated 11-18-13}
Laser Printal QC Form

GT QC Wanuzl Summezry Form - NEW 1-18-12

Toolkit for Site Visits

The Madicare Improvements for Patients and Providers Act (MIPPA) calls for all providers of
CT. MRI, breast MRI. nuclear medicine, and PET exams that bill under Part.B of the
Vedicare Physician Fee Schedule to be accredited by Jan. 1, 2012, in order to receive
payment for the technical component of these services Currently, the CMS/MIPPA
mandates apply to outpatient facilities only, NOT to hospitals. Per MIPPA, the ACR will
perform unannounced site surveys to validate compliance with accreditation criteria. The
ACR sirongly advises that sites use the documents below fo gather and organize their
information for these site surveys.

Toolkit for Praciice Sites

CME/Continuing Expetience Record for Physicians
CME/CEU Record for Medical Physicists/MR Scientists
CEU Record for Technologists

ACCREDITATION LOSIN

Log in to access the online accreditation
system

CORTACT LS

Phone 800-770-0145
Fax 703-380-9834
Email ctaccred@acr org

ACR CT Accrediiation Program
1891 Preston White Dr
Reston, VA 20191

June 18, 2014, Accreditation Update
Webinar

Breast MiR| Accreditation Presentation
CT Accreditaiion Presentation

Nuclear Medicine/PET Accreditation
Preseniation

Pledge and get
resources on
radiation safetyin
adult medical
Imaging

Vigit Imape Wisely
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June 25, 2014
CPI Neuroradlology 8:21 am
liodule 2013
View Details

CT Quality Control
Manual

View Details
CHIE for Journal
JACR12_100CT

View Details

_—_MARKET YOUR FACILITY

Is your facility already accredited? Our
marketing resources are
customized by modality.

" Access Your Marketing Toolkit
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Home - Quelity & Safety Accreditation

A Dl The Ultrasound Accreditation Program involves the acguisition
o7~ %, ofclinical images, submission of relevant physician reports
AR Y| corresponding to clinical images submitied, and quality control

== documentation.

-

<
o £
Harren 11

Program Reguirements

Itis required that you carefully read the Diagnostic Modality Accreditation Program Ovarview
for a summary of the accreditation process and the modality-s pecific program requirements
before applying for accreditation.

Diagnostic Modality Accreditation Program Overview
”*Ultrasoqnd Accreditation-Program Requirements (Revised:4/10/14) o
New! Expedite the Accreditation Process with Electronic Image Submission!

Electronic image submission is now available for Ultrasound facilities! When
completing the accreditation application, select “electronic” for the type of submission. This
new option will reduce the turnaround time for accreditation image review. For more
information, see the User Instructions for Electronic Submission of Images

Freguently Asked Questions (FAQ)

Ultrasound Accreditation Program FAQ
Quality Control FAQ (Revised: 3/28/14)

Apply for Accreditation

An online accreditation system is available for the Ultrasound Accreditation Program
Existing facilities that have already applied with the ACR for this program should access the
system for the first time by following the steps in the account activation document below
Facilities applying for ultrasound for the first time can follow the link fo the online system

and click the iink o "regisier" for an account.

Instructions to activale the account for a facility that has previously applied with the ACR
for Ultrasound
Access the online accreditation system

Testing and QC Forms
Facililies that have applied for the Ultrasound Accreditation Program will submit the
following documents with their image submission for review

Ultrasound Quality Assurance Questionnaire
Testing Instructions

Evaluation Aftributes

QC Workshest

Equipment Evaluation Summary

Continuing Education and Experience Forms
The following forms cah be used o keep track of coniinuing education and continuing
experience for the physicians and technologists

riznce Resord for Phvaicians




ACTREDITATION JO8K

Log in to acces’s the online accreditzfion
system .

CONTACT US

Phone 800-770-0145
Fax 703-390-9835
Email ultrasound-accred@acr.org

ACR Ultrasaund Accreditation Program
1891 Preston White Dr
Reston, VA 20191

FREE ACCREDITATION PRESENTATIONS

€ June 18, 2014, Accreditation Update
Webinar

s Breast MRI Accreditation Presentation
% CT Accreditation Presentation

% Nuclear Medicine/PET Accreditation
Presentation

RELATED REZOURCES

[ 2012 Ulrasound Coding User's Guide

[ Accreditation Newsletters

RELATED PRODUCTS

CPI Adult Oncologic
Body Imaging 2015

View Details

CPi
Ultrasonography
fiodule 2011

View Details

Learning Fle
Subscription

View Details

“Is your facility alr&ady eccredited? Qur
marketing resources are
customized by modalily.

kccess Your Marieting Toolkit
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Home Quality & Safety Accreditation

TRy, The Mammography Accreditation Program provides facilities
s “,  with peer review and constructive feedback on staff
pdgl . qualifications, equipment, quality conirol, quality assurance,
i “m'“' image quality and radiation dose. The 1992 Mammography
: & Quality Standards Act (MQSA) requires that all mammography
facilities in the United States be accredited.

Program Requirements
Itis required that you carefully read the Mammography Accreditation Program Requirements
for a summary of the accreditation process before applying for accreditation.

Mammography Accreditation Program Reguirements

The ACR I\/iammografahy Accreditation Program: Ten Years of Experience Since MQSA

MQSA Ceriified Mammography Faciliies and Accredited Mammography Units §
New! Expedite the Accreditation Process with Electronic Image Submission!

Electronic image submission is now awailable for Mammography facilities ! When
completing the accreditation application, select “electronic” for the type of submission
This new option will reduce the turnaround time for accreditation image review. For
more information, click the link below for User Instructions for Electronic Submission of

lmages.

User Instructions jor Electronic Submission of Images B "

Freguently Asked Questions {(FAQ)
Mammography Accreditation Program FAQ

Apply for Accreaitation

An online accreditation system is availabie for the Mammography Accreditation Program
Existing facilities that hiave already applied with the ACR for this program and are nat ih an
accreditation cycle on July 28, 2013, should access the system for the firsttime by
following the steps in the account activation document below, Once those cycles are
finished, and your facility is fully accredited. you may then access the online system

Instructions o aciivaie the account for a facility that has previously applied with the ACR
for Mammography
Facilities applying for Mamrmography for the first time can follow the link to the online system :

and click the link to "registér“ for an account Many of the Tesiing Forms thai do not require
signaiures will be complsted online, but the forms found on the website may still be used to

gather information
4ccess the online accreditation system
New Mammography Facility Information

Introductory Memorandum
VHA Mammography Facilities Lettar

Submit applicable medical physicisi form with new or relocated units:

MQSA Requirzments for Marmoagraphy Equipmeant Checklist
Madiczl Physicist Equipment Evaluation and Annual Survay forms

Fersonnel, Testing end QT Fornms

The ACR sends documents with testing materials to the facility afier the initial application
has been processed The faciiity will usuelly submit the completed hard-copies atthe same
time they submittheirimages for review

Azcess the forms



Szmple Ley Repart Letters

The sample lay reports wers developed by a muitidisciplinary panel

View sample letters »

Reimbursement

Assistance for CI\/iS'Mammography Reimbursement lssues

Mammography Resources

A Accredited Facility Search

[ Case in Point

ACCREDITATION LOGIN

Log in to access the online accréditation
system

(s

CORTACT US

Phone 800-227-6440
Fax 703-648-9176
Email mamm-accred@acr.org

ACR Mammography Accrediiation
Program

1891 Presion White Dr

Reston, VA20191

SREAST IMAGING CENTER OF

EXCELLERCE
Learn how your facility
can earn designafion
as a BreastImaging
Center of Excellence.
About BICOE

FREE ACCREDITATION PRESENTATIONS
June 18. 2014, Accreditation Updats
Webinar
Breast MR! Accreditation Presentafion
CT Accreditation Preseniation

Nuclear Medicine/PET Accraditation
Presentation
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MAKNOGR AP HY RESOURCES

[ Breastlmaging Resources

[t FDAMammography Home Page

[t MQSA Policy Guidance Help System
[} BIRADS Aflas

[1 Breastlmaging Center of Exellence

) Free participation for BICOE facilities
in the National Mammography
Database

‘& Assistance for CMS Mammography
Reimbursementissues

Accreditation Newsletters

RELATED PRODUCT!
CWMiE for Journat
JACR14, 6aJune

View Details

Breast MR with
Guided Biopsy
January 26-27,
20456

View Details

& 7 Highiights & Hot
Highiights ‘“ Topics: Breast,

W HO! iopics

Cancer

View Detalls

MARIKET YOUR FACILITY

Is your facility already accredited? Our
marketing resources are
customized by modality.

Access Your Marketing Toolkit
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Utilization of MRI's in the Service Area

2010 2011 2012| # Units 2012 |% Change Miles
BMH Collierville 1,941 1,891 1,734 1 -10.66% 10.5
BMH Memphis 11,517 12,052 11,913 3 3.44% 6.0
Baptist Rehab - Germantown 1,702 1,622 1,596 1 -6.23% 4.1
Baptist Rehab - Briarcrest 370 585 650 1 75.68% 2.8
Campbell Clinic - Union 64 2,290 2,155 1 3267.19% 15.7
Campbell Clinic 8,081 6,502 6,321 1 -21.78% 4.9 ‘
Delta Medical Cntr -880 1,006 787 1. -10:57% 6.9
Diagnostic Imaging 4,540 6,358 6,538 1 44.01% 2.5
LeBonheur 3,856 4,663 5,357 3 38.93% 16.6
Methodist Germantown 8,313 7,698 6,557 2 -21.12% 3.7
Methodist North 3,536 4,073 4,139 1 17.05% 14.9
Methodist South 6,359 6,058 6,092 2 -4.20% 13.7
Methodist University 9,136 9,677 9,803 3 7.30% 15.8
MSK Covington Pike 3,420 3,096 3,140 1 -8.19% 29.0
MSK Briarcrest 4,043 4,508 4,489 1 11.03% 32.1
Neurology Clinic 3,370 3,168 3,160 1 -6.23% 29.2
Outpatient Diagnostic Memph 2,389 2,207 2,214 1 -7.33% 27.5
Park Ave. Diagnostic 3,857 3,080 2,681 2 -30.49% 24.0
Regional One 3,733 3,927 4,491 1 20.31% 16.9
Semmes Murphey Clinic 7,327 7,300 6,490 2 -11.42% 25.6
St. Francis 6,159 5,482 5,393 3 -12.44% 25.6
St. Francis - Bartlett 3,030 3,257 3,642 2 20.20% 31.8
St. Jude 9,467| 10,031 6,241 4 -34.08% 18.5
Wesley Neurology Clinic 1,393 1,398 1,309 1 -6.03% 29.2
West Clinic, P.C. 1,304 1,662 1,564 1 19.94% 254
Total 109,787 113,591| 108,456 41 -1.21%
CON Approved MRI Units Since 2012
2012 CON Approved Miles
LeBonheur Children's Hospital 3 1 16.8
BMH for Women 0 1 4.8
West TN Imaging * ! 0 2.9

* "Moving" existing unit
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FY2013 PATIENT ORIGIN FOR OUTPATIENT IMAGING MODALITIES
SHELBY COUNTY
L SSA : TOTAL - | AllOther | .
IMAGING MODALITY Se:.;tlax'ea East/ Othce;fnh;'by SHELBY Areas |Crand Total
Southeast COUNTY
MRI 69% 8% 18% 96% 4% 100%
CT Scan 60% 8% 22% 90% 10% 100%
Diagnostic Radiology 59% 8% 22% 89% 11% 100%
Mammography 81% 9% 9% 99% 1% 100%
Medplex Outpat Radiology 55% 8% 27% 90% 10% 100%
Nuclear Medicine 76% 7% 14% 97% 3% 100%
Ultrasound 77% 8% 13% 98% 2% 100%
. Grand Total 1% i B == =2 2naN Al e 2% 8% 100%] |
EZip Codes Include: PSA SSA East/SE  |Other Shelby

38103 38115 37501

38104 38125 37544

38105 38141 38002

38106 38017 38004

38107 38119 38014

38108 - 38138 ' 138027

38108 38138 38029

38111 38016 38053

38112 38018 38054

38114 38028 38055

38116 38117 38083

38118 38120 38088

38122 38101

38124 38110

38126 38113

38127 38130

38128 38133

38131 38134

38132 38135

38152 38136

’ 38137

38142

38145

38147

38148

38150

38151

38159

38161

38163

38166

38167

38168

38173
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38174

38175

38177

38181

38182

38183

38184

38186

38187

38188

38190

38193

38194

38197

June 25, 2014
8:21 am
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Supplouma 28, Mdys PDC
8:21 am
REGIONAL ONE HEALTH IMAGING
MRI REVENUE
PROJECTED DATA CHART
Year 1 Year 2
A. Utilization/ Occurpancy 2,363 2,611
B. Revenue from Services to Patients
1. Inpatient Services
2 Outpatient Services 3 4,243,176 $ 4,684,744
3 Emergency Services -
4 Other Operating Revenue (Specifiy)

Gross Operating Revenue $ 4,243176 $ 4,684,744

C. Deductions from Operating Revenue :
(2:965,560) -

1. ~~7~Contractural Adjustments $ (2,686,036) —
2. Provision for Charity Care 3 (72,028) $ (79,524)
3. Provision for Bad Debt $ (44,553) $ (49,190)
Total Deductions $ (2,802,618) $ (3,094,273)
NET OPERATING REVENUE $ 1,440,558 $ 1,590,471
YEAR 2 ASSUMPTIONS:
Utilization Increase % 10.5%
Gross Charge Rates Pricing 0.0%
Average Gross Patient Revenue Per Patient $ 179415 $ 179415
Average Net Revenue Per Patient 3 609.12 $ 609.12
Contractual Adjustments as a Percent of Gross 65.0% 65.0%
Provision for Charity Care as a % of Net Revenue 5.0% 5.0%

Provision for Bad Debt as a % of Net Revenue 3.0% 3.0%
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PROJECT COMPLETION FORECAST CHAR® 25, 2014
8:21 am

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): 09/2014.

Assuming the CON approval becomes the final agency action on that date; indicate the number of day from
the above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineeripg contract signed 15 B 09/25/14
2. Construction documents approved, TDOH 60 ' 11/27/14
3. Construction contract signed 14 12/18/14
4. Building permit secured - 1 12/19/14
5. Site preparation completed N/A
6. Building construction commenced 21 09/09/15
7. Construction 40% complete 90 04/09/15
8. Construction 80% complete o 90 07/09/15
9. Construction 100% complete (app., occupancy) 60 09/09/15
10. *Issuance of license 90 12/09/15
11. *Initiation of service : 90 03/09/16
12. Final Architectural Certification of Payment 60 - 05/11/16
13. Final Project Report Form (HF0055) 90 08/19/16

* For projects that do NOT involve construction or renovation : Please complete items 10 and 11
only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date,

R-58
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y The Commercial Appeal 8:21 am

b ' Affidavit of Publication

STATE OF TENNESSEE

N COUNTY OF SHELBY ,
Personally appeared before me, Patrick Maddox. a Notary Public, Helen Curl, of
MEMPHIS PUBLISHING COMPANY, a corporation, publishers of The Commercial
Appeal, morning and Sunday paper, published in Memphis, Tennessee, who makes oath
in due form of law, that she is Legal Clerk of the said Memphis Publishing Company, and
that the accompanying and hereto attached notice was published in the following editions
of The Commercial Appeal to-wit:

June 9, 2014

Subscribed and sworn to before me this 11th day of June, 2014.

i . 2 .
?’fl/ u@A/J..f;_A;éfg—; Notary Public !
; /.— E.

[

My commission expires F ebruary 15, 2016
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| APPRLY 3

MOTIFICATION OF INTENT TO

OR A CERTIFICATE OF MEED

This is to provide official notice to the Health Services
and Development Agency and all interested parties, in
accordance »with T.C.A §68-11-1601, et saq., and the
Rules of the Health Services and Development Agency,

| that Regional One Health Imaging, LLC, 6555 Quince Road,

Memphis (Shelby County), Tennessee 38119 ("Applicant”),
a wholly-owned subsidiary of Shelby County Health Care

Corporation, d/b/a, Regional One Health, 877 Jefferson |||

Avenue, Memphis (Shelby County), Tennessee 38103

("Owner"), owned and managed by itself, is applying for |

a Certificate of Need for the establishment of an Qutpatient

Diagnostic Center, including the initiation of MRI services
along with CT, Mammography, X-ray/fluoroscopy and

Ultrasound services. There are no new licensed beds and |

no major medical equipment involved with this project,
other than what is mentioned above, It is praposed that
the Applicant will be licensed by the Tennessee Department
of Health. The estimated project cost is anticipated to be
approximately $5,800,000.00, including filing fee.

The anticipated date of filing the application is:
June 13, 2014

The contact person for this project is E. Graham Baker,

- Jr., Attorney who may be reached at 2021 Richard Jones

Road, Suite 120, Nashville, TN 37215, 615/370-3380.

Uecn  written request by interested
paries, a lecal Fzct-Finding rulklic hearing

shall b2 conducted. Written requesis for ||

hearing should e sent to:

Mealth Services and Development Agency
Andrew Jacltson Suilding
500 Deadericl Strest. Suite 350
Nashville, Tennessee 37243
The published Letter of Intent must contain the foliowing
statement pursuant to T.C.A. 68-11-1607(c)(1). (A) Any

| health caie institution wishing to oppose a Ceriificate of
|| Need appfication must file a written notice with the Health
| Services and Development Agency no later than fiteen (15)

days before the regularly scheduled Health Services and

Development Agency meeting at which the application is |

ariginally scheduled; and (B} Any other person wishing to
oppose the application must file written objection with the

| Health Services and Development Agency at or prior to the

consideration of the application by the Agency.

| gl b

Gl '
M|
@93?700 |

/W@
19
B

"n’?ﬂif@ ff‘? :
syl

\‘l TRSHAFT S/ Tum Batiuk & Chuck Ayers

e

,to AM LDSER By Ar: an

ko1

d Chip Sansom

. SUPPLEMENTAL #1
June 25, 2014
8:21 am

%, P =y -
CARLTO GO SAILING WITH ME {fi GOLLY, CHIET, ['D LOVE ! | MO—AN ANCHOR.
s, TS WEEEND T j =t i D“{QU LOST R A
o TCOUDUSEYCR 2| 1K, 7 CREW MEMBER]
-‘_1.} A |3 .‘\'L.E_.'"-I_—__:,; - .: o j
& ;
i |

A }'-\‘r'-c;i.'_;;-"




SUPPLEMENTAL-#2
-Original-

Regional One Health Imaging

CN1406-024



SUPPLEMENTAL #2
June 30, 2014

ANDERSON & BAKER

o 4 9:30 am
. An Association of Attorrieys
2021 RICHARD JONES ROAD, SUITE 120
NASHVILLE, TENNESSEE 37215-2874
ROBERT A. ANDERSON E. GRAHAM BAKER, JR.
Direct: 615-383-3332 Direct: 615-370-3380
Facsimile: 615-383-3480 Facsimile:  615-221-0080

June 27,2014

Jeff Grimm

Health Services Examiner

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9 Floor

502 Deaderick Street

Nashville, TN 37243

RE: Supplemental Information: Certificate of Need Application CN1406-024
Regional One Health Imaging, LLC

Dear Jeff:

Enclosed are three (3) copies of responses to your second supplemental questions regarding the
referenced Certificate of Need application. If you have any additional questions, please contact
me.

Sincerely,
./f M

- Graham Baker, Jr.
< np J

Enclosures as noted
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AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: Regional One Health Imaging, LLC (CN1406-024)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the Jawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

Z %x@«._/ M ZAnol ney at Law
ﬁ@?ﬁureﬂ itle 7

Sworn to and subscribed before me, a Notary Public, this 27" day of June, 2014;
witness my hand at office ju waty of Davidson, State of Tennessee.




SUPPLEMENTAL #2

Certificate of Need Application CN1406-024 Suppkiwa 30R zoerses 2
Regional One Health Imaging, LLC 9:30 am
1. Section B, Project Description, Item 1

The letter dated June 11, 2014 from Mr. Wagers, Jr. was noted in.the attachments to the
application and in the attachment to your 6/25/14 supplemental response. To the question
regarding the applicant’s potential responsibility for repayment (and the general terms of
same) you have replied that the owner will make a cash equity contribution to the project.
Please provide a brief description of this arrangement such that the applicant’s financial
obligations for repayment from operating revenues of the proposed ODC are understood.

Response: By definition, a cash equity contribution is just that: a contribution. Cash equity

contributions are not loans, and they do not have to be repaid. Therefore, there are no financial
obligations for “repayment” by the Applicant to its parent owner.

Page 1



SUPPLEMENTAL #2

Certificate of Need Application CN1406-024 SupainenpORagpases 2
Regional One Health Imaging, LLC ‘ 9:30 am

2. Section B, Project Description, Item IL.A.

The response is noted. With respect to the requested comparison of the applicant’s
estimated cost to renovate space for the proposed ODC, please provide replacement
pages to the application (e.g. pages 14 and 35) using the table below that was provided in
the supplemental.

CON Project # Renovation Square | Renovation Cost Per Square
Foot Construction Cost | Foot
CN1110-039 7,737 $1,235,500 $159.69
CN1103-008 795 $127,500 $160.38
CN1304-014 847 $$150,000 $177.10
CN1304-013 2,080 - $520,000 $250.00
CN1203-014 5,320 $1,605,150 $301.72

The response citing a combined (landlord + tenant) total estimated cost of $164.29 per
GSF is noted. It appears that the éstimated combined cost to renovate the space for the
proposed ODC amounts to approximately $164.29 x 4,587GSF = $753,598. Of this
amount, the landlord and applicant’s share are as follows:

Landlord = $504,570 (per $110.00/SF Improvement Allowance noted in lease)
Applicant = $249.000 (as noted in Project Cost Chart) :
Total $753,570

As a result, it appears that the applicant’s share amounts to approximately 33% of the
total estimated renovation cost of the proposed ODC. Is this an accurate assessment of
the arrangement between the applicant and the parties? If so, what documentation is
provided in the sublease that confirms this arrangement, including the applicant’s
participation in the planning & conduct/oversight of the leasehold improvements for the
proposed ODC?

Response: Yes, the Improvement Allowance information previously reported by the Applicant
and noted above is correct. The original lease provides for Improvement Allowances of up to
$110.00/SF for new tenants (page 2 of Attachment A.6), and the sublease states that terms and
conditions of the sublease shall be in accordance with the terms and conditions “...as are
contained in the Lease....” (ditachment A.6.1). The Applicant is legally exercising that lease
provision.  Tenants always participate in, the planning/conduct/oversight of leasehold
improvements, and this instance is no exception.

Also, please see replacement pages 14, 15, and 35 with the above chart.

Page 2



SUPPLEMENTAL #2

Certificate of Need Application CN1406-024 SupgRenBORagrascs 2
Regional One Health Imaging, LLC 9:30 am

3. Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging (1.)(a.)

The responses requested for the MRI Specific Criteria in the application (pages 16 -28 of
the attachment) are noted.

For Item 1(a) on page 20: It appears that projected YR3 MRI utilization will exceed the
2,880 standard based on the response provided for question 9 of the ODC specific
criteria. That response identified MRI utilization four (4) years into the future as follows:
YR 1= 2,363; YR 2=2,611; YR3=2,885 and YR4=3,188.

Please confirm by revising the response on page 20 of the MRI specific criteria to reflect
utilization for YR3 & YR4 of the project.

For Jtem 4 on page 22: clarification of the original response provided in the application
was requested for Item 4 of the MRI specific criteria, “Need Standard for Non-Specialty
MRI Units” (the response on page 22 only identified the hours of operation of the
proposed ODC). The response to this item of the MRI specific criteria requires that the
applicant address the need for an additional MRI unit in Shelby County based on a
combined average utilization of existing MRI providers at 2,880 procedures per unit for
the most recent 12- month period using information from the HSDA Medical Equipment
Registry.

It appears that the applicant provided the utilization for the ODC specific criteria in lieu
of the MRI specific criteria. Please revise Item 4 of the MRI specific criteria & provide a
replacement page R-22 with the information requested.

Response: Please see replacement pages 20 and 22 of the MRI Specific Criteria.

Page 3



SUPPLEMENTAL #2

Certificate of Need Application CN1406-024 SuppjeinenBOR2094ses 2
Regional One Health Imaging, LLC 9:30 am

4. Section C, Need, Item 1 (Project Specific Criteria-Outpatient Diagnostic Centers)

Item 2: The response is noted. Please note that the MRI utilization in 2012 for St Jude in
the table attached as Supplemental B.IL.A.1 has been updated from 6,241 procedures to
8,737 procedures. The resulting total combined MRI utilization of Shelby County
providers is 110,952, Note this applies to the previous clarification requested for Section
C, Need, Item 5. The table below was provided as a reference:

MRI Provider Utilization in Shelby County, 2010- 2013

Year # MRI units | Total MRI Average As a % of 2880
Procedures per unit MRI Standard

2013 40 99,600 *

2012 39 110,952 2,844 99%

2011 38 113,591 2,990 104%

2010 36 109,787 3,050 106%

e Note: HSDA has not received reports from St Jude and Delta

Response: The 2012 data above shows that existing MRI units are operating at approximately
99% of the 2,880 standard. However, two units (LeBonheur and St. Jude) are specialty units,
and if those units are taken out of consideration, the percentage of MRI Standard would increase
to 2,892 procedures per unit (Note: LeBonheur’s units average only 1,786 per unit, and St.
Jude’s units average only 2,185 per unit. Therefore, deleting those two amounts and 2 units
would equal 106,981 procedures and 37 MRIs, resulting in an average utilization of 2,892 per
unit). .

Page 4
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Certificate of Need Application CN1406-024 - Suppiunen30R20t4ses 2
Regional One Health Imaging, LLC 9:30 am

5. Section C, Need, Item 3 and Item 4 (Service Area)

Item 3: The attachment contains zip codes of Shelby County residents of the hospital’s
MRI service in 2013. It appears that these residents accounted for 96% of the hospital’s
MRI utilization during the period. Based on the hospital’s “outpatient MRI draw”
discussed on pages 8 and 9 of the 6/25/14 supplemental response, it appears that Shelby
County residents may be expected to comprise 90% or more of the caseload of the
proposed ODC. Is that a reasonable assessment? Please confirm.

Item 4: the population & other demographics for the ODC’s proposed service area of
Shelby County are noted. Please disregard the column included in the table for Tipton
County as it is not relevant to your project. This will impact the column labeled Service
Area. Please delete both of these columns and provide a revised table. I apologize for
any inconvenience my error may have created. .

Response: Yes. The Applicant anticipates that Shelby County residents will comprise
approximately 90% of the imaging caseload of the proposed ODC.

Shelby County is the Service Area. Another chart, deleting Tipton County, is provided below:

Variable Shelby | Svec. Area | TN Total

65 + Pop. 2014 108,570 108,570 981.984
65+ Pop. 2018 124,946 124,946 1,102.413
Age 65+, % Change 15.1% 15.1% 12.3%
Age 65+, % Total 13% 13% 16%
Total Pop. 2014 943,812 943,812 | 6,588,698
Total Pop. 2018 954,012 954,012 | 6,833,509
Total Pop. % Change 1.1% 1.1% 3.7%
TennCare Enrollees 229,280 229,280 1,207,604
TennCare Enrollees as a % of Total 24.3% 24.3% 18.3%
Median Age 34.0 34.0 38.0
Median Household Income 44,705 44,705 43,314
Population % Below Poverty Level 19.7% 19.7% 16.5%

Page 5
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9:30 am

Certificate of Need Application CN1406-024
Regional One Health Imaging, LLC

6. Section C, Need, Item 6

The explanation of the differences in the MRI utilization reported to the HSDA Medical
Equipment Registry by the hospital is noted. The applicant confirmed that the
information provided on page 32 of the application is the hospital’s correct MRI
utilization from 2010 - 2013. The revised table below identifies the discrepancies noted
in red font. Based on your response, a hospital representative should provide a corrected
written report to Alecia Craighead, Stat III, HSDA. Please provide a copy of same with
your response to this item. As a result of your clarification, please also revise the
utilization for CY2011 on page 31 of the application.

MRI Utilization, Regional One Health, Memphis, Tennessee

Year Reported to HSDA | Applicant-page 31 | Applicant — page32
2013 4.131 4,766 4,766
2012 4,491 4,491 4,491
2011 3.927 3,927 4,412
2010 3,733 Not noted 3.882

The requested table illustrating the hospital’s payor mix in 2013 and the applicant’s
projected payor mix in Year 1 of the project is noted. It appears that the 1,865 hospital
MRI procedures in 2013 applies (si¢) to outpatient utilization as noted in the table on
page 19 of your 6/25/14 supplemental response. Please confirm.

Response: It is important to note that MRI utilization data supplied by hospitals to the HSDA
Equipment Registry is based on Calendar Years, and data supplied to JARs are Fiscal Years.
Therefore, the numbers will never be the same.

The Calendar Year MRI procedure numbers reported to the HSDA (Equipment Registry) in the
above chart are correct. But those are Calendar Year numbers. As such, there are no
discrepancies to address.

The issue is what was reported in the JARs, as compared to what actually happened during those
fiscal years. The Applicant has already stated that the JAR information for 2012 was incorrect
“(correct number is 4,491, as reported in the application). According to the Division of Health
Statistics,scorrections to prior years’ JARs are not a priority. Actual fiscal year- MRI procedures
are correctly reported in the last column of the above chart, and these numbers will not match the
calendar year numbers reported to the HSDA Equipment Registry.

Please see replacement page 31 of the application.

The Applicant confirms that the referenced MRI payor mix table applies to 2013 outpatient
utilization.

Page 6
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Certificate of Need Application CN1406-024 Suppikine 3bR zoeases 2
Regional One Health Imaging, LLC 9:30 am

74 Section C. Economic Feasibility, Item 1 (Project Costs Chart)

The response is noted. The comparison of equipment lease cost to purchase price (fair
market value) was noted on pages 11, 13, 20 & Attachment B.ILE.1 of the application.
The lease cost and fair market value of the property were identified in the comments on
pages 11 and 13 of the application. However, written documentation of the $2,115,949
fair market value of the existing 5-story building was not included in the application.
Please provide this from the MOB property owner or other appropriate party such as a
property appraiser.

Response: Please note pp. 6, 11, 13 and 36 of the CON Application. The FMV of the space
being leased by the ODC is $1,141,532.50 (not $2,115,949 as noted above). Please see
Supplemental C.EF.1.a, which is a letter stating the FMV of the leased space in the MOB.

Just in case the reviewer was concerned about the fair market value of the leased equipment,
leased equipment has a fair market value of $2,115,949, which is the total purchase price (which
is FMV) of the leased equipment (see both Attachment B.ILE.3 and Supplemental B.ILE.3).
Courts have long held that willing buyer/willing seller purchase prices constitute fair market
value.

Page 7
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Certificate of Need Application CN1406-024 Supgmensd Reenases 2
Regional One Health Imaging, LLC 9:30 am

8. Section C. Economic Feasibility, Item 4 (Projected Data Chart)

The table on page 27 of the 6/25/14 supplemental response also appears to confirm that
the unit of measure for utilization in the Projected Data Chart should be total outpatient
procedures in lieu of the patient days reflected on page 41 of the application.

The applicant identifies charity care for 631 unduplicated patients in Year 1 and 756
patients in Year 2. Using these amounts and the estimated gross charge of $555 per
patient (page 43 of application), it appears that the contractual amounts for charity
patients may be understated in the Projected Data Chart. For example, the amount for
Year 1 may be $350,205 in lieu of $131,707 identified in item C.2 of the chart.

Please review these two items for revision and provide a replacement page R-41 with the
corrected amounts, as appropriate. .

Response: Please see a replacement page 41 of the application with the correct terminology.

The financing model we utilized calculated charity care as 5% of Net Contracted Revenue, not as
a percentage of Gross Revenue.

Page §



SUPPLEMENTAL #2
June 30, 2014
9:30 am

Standards and Criteria

1. Utilization Standards for non-Specialty MRI Units.
a. An applicant proposing a new non-Specialty stationary MRI service
should project a minimum of at least 2160 MRI procedures in the first year
. of service, building to a minimum of 2520 procedures per year by the second
year of service, and building to a minimum of 2880 procedures per year
by the third year of service and for every year thereafter.

Response: Projected 4 year MRI utilization is: 2,363; 2,611; 2,885; and 3,188 (Yrs 1 —4).

b. Providers proposing a new non-Specialty mobile MRI service should
project a minimum of at least 360 mobile MRI procedures in the first year
of service per day of operation per week, building to an annual minimum of
420 procedures per day of operation per week by the second year of
service, and building to a minimum of 480 procedures per day of
operation per week by the third year of service and for every year
thereafter.

Response: Not applicable.

¢. An exception to the standard number of procedures may occur as new
or improved technology and equipment or new diagnostic applications for
MRI units are developed. An applicant must demonstrate that the
proposed unit offers a unique and necessary technology for the provision of
health care services in the Service Area.

Response: Not applicable.

d. Mobile MRI units shall not be subject to the need standard in paragraph 1
b if fewer than 150 days of service per year are provided at a given
location. However, the applicant must demonstrate that existing services in
the applicant's Service Area are not adequate and/or that there are special
circumstances that require these additional servis:es.

Response: Not applicable.

e. Hybrid MRI Units. The HSDA may evaluate a CON application for an
MRI "hybrid" Unit (an MRI Unit that is combined/utilized with another
medical equipment such as a megavoltage radiation therapy unit or a
positron emission tomography unit) based on the primary purposes of the
Unit. )

Response: Not applicable.
- 20
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procedures per year.

Response: The 2012 MRI utilization data shows that existing MRI units are operating at
approximately 99% of the 2,880 standard. However, two units (LeBonheur and St. Jude)
are specialty units, and if those units are taken out of consideration, the percentage of MRI
Standard would increase to 2,892 procedures per unit.

5. Need Standards for Specialty MRI Units.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to
acquire a dedicated fixed or mobile breast MRI unit shall not receive a CON
to use the MRI unit for non-dedicated purposes and shall demonstrate that
annual utilization of the proposed MRI unit in the third year of operation
is projected to be at least 1,600 MRI procedures (.80 -times the total
capacity of 1 procedure per hour times 40 hours per week times 50 weeks per
year), and that;

1. It has an existing and ongoing working relationship with a breast-
imaging radiologist or radiology proactive group that has experience
interpreting breast images provided by mammography, ultrasound, and
MM unit equipment, and that is trained to interpret images produced
by an MRI unit configured exclusively for mammographic studies;

2. Its existing mammography equipment, breast ultrasound equipment, and
the proposed dedicated breast MRI unit are in compliance with the
federal Mammography Quality Standards Act;

3. Itis part of or has a formal affiliation with an existing healthcare system
that provides comprehensive cancer care, including radiation oncology,
medical oncology, surgical oncology and an established breast cancer

" treatment program that is based in the proposed service area.

+ ¢
4. It has an existing relationship with an established collaborative team for
the treatment of breast cancer that includes radiologists, pathologists,

radiation oncologists, hematologist/oncologists, surgeons,
obstetricians/gynecologists, and primary care providers.

Response: Not applicable.

2-22
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We anticipate having only 6 staff initially, including 1 administrator, 2 1'e-c§r'fgp 2 MEN né‘m#%

equipment technicians. This staff is readily available either at work at tﬂl"ﬂ%% ,q;!‘qfluough our
extensive personnel files. We anticipate no problem in filling these few posiis30 am

From a historical standpoint, the Hospital traces its roots to the City of Memphis Hospital, built in 1936,
consisting primarily of open wards for inpatient beds. Through the years, additions have been made to
the campus as more demands were placed on the hospital and more services were offered. That original
building, renamed the John Gaston Building, no longer exists. The City of Memphis transferred
ownership of the hospital to Shelby County, and in around 1983/84 the hospital started doing business as
Regional Medical Center at Memphis/The MED. Today, Regional One Health is licensed for 631
hospital beds plus 20 SNF beds, and serves as a regional medical center for patients not only from Shelby
County, but from an additional 30 Tennessee Counties and 10 other states.

From a historical point of view, the Applicant has not enjoyed financial success in the past as other
hospitals in Memphis improved their respective campuses and added services. Following a brief period
of time when a management company was brought in, a new senior administration was hired recently
(2010) to oversee the improvement of both the physical plant and to enhance patient services at the
facility. Both the management company and new senior management have been able to cut expenses,
streamline processes, rework contracts, enhance the quality of services, and improve the financial
viability of Regional One Health. This CON project is the next phase of planned improvements to the
campus and in outpatient settings in an effort to further improve both the quality of services being
provided to our patients and our physical plant. At present, there is no formally-adopted long range plan,
but several areas of the campus continue to be studied by senior leadership, key department heads, and
the Board of Directors.

See Attachment B.ILA.1 for a chart showing MRI utilization in Shelby County, 2010 — 2012, Attachment
B.ILA.2 shows CT utilization, and Attachment B.ILA.3 shows the top 10 anticipated CPT codes for both
MRI and CT at our ODC.

Please note that the 2012 JAR reported incorrect information on MRI utilization at the Hospital. The
cofrect number of MRI procedures that should have been reported is 4,491. That correct number was
given to the HSDA for equipment utilization, and that number is being utilized within this application.

This project is financially feasible, based on cost information gathered by the HSDA for recent
renovation projects, as seen in the next chart:

CON Project # Renovation Square | Renovation Cost Per Square
Foot Construction Cost | Foot

CN1110-039 7,737 $1,235,500 $159.69

CN1103-008 795 $127,500 $160.38

CN1304-014 847 $$150,000 $177.10

CN1304-013 2,080 | $520,000 $250.00

CN1203-014 5,320 $1,605,150 $301.72

R-14



' SUPPLEMENTAL #2
June 30, 2014

B. Identify the number and type of beds increased, decreased, conveH3 @Wcated, designated,
and/or redistributed by this application. Describe the reasons for change in bed allocations and
describe the impact the bed change will have on the existing services.

Response: Not applicable, as no beds are involved in this project.
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SUPPLEMENTAL #2

ECONOMIC FEASIBILITY June 30, 2014
9:30 am
1. Provide the cost of the project by completing the Project Costs Chart on the following page.

Justify the cost of the project.

-- All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

-- The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

- The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

- For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: The Project Costs Chart is completed. Approximately 4,587 GSF will be renovated, and
adding the common area factor, a total of 5,275 GSF will be leased. The Applicant’s renovation costs of
$249,000, divided by the GSF of the ODC (4,587) equals approximately $54.29 per GSF.

This project is financially feasible, based on cost information gathered by the HSDA for recent
renovation projects, as seen in the next chart:

CON Project # Renovation Square | Renovation Cost Per Square
Foot Construction Cost | Foot

CN1110-039 7,737 $1,235,500 $159.69

CN1103-008 795 $127,500 $160.38

CN1304-014 847 $$150,000 $177.10

CN1304-013 2,080 $520,000 $250.00

CN1203-014 5,320 $1,605,150 $301.72

Please see Attachment C.EF. 1, which is a letter from the Project Manager for this project.

L] L]
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SUPPLEMENTAL #2

6. Provide applicable utilization and/or occupancy statistics for youhinetidQ;jdc@0f4 each of the
past three (3) years and the projected annual utilization for each of gig@@ven(2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

Response: The Hospital currently operates an MRI on its campus on Jefferson Street. As reported, the
Hospital also has the third most active Trauma Center in the United States. As a trauma center, it is
understandable that hospital resources, especially diagnostic services, are utilized to the maximum. The
current Fiscal Year MRI utilization has increased as follows:

2011 4,412 procedures;

2012 4,491 procedures; and

2013 4,766 procedures.
Another MRI is needed to offset this high utilization. The issue is where to locate that second MRI.
Anticipated 4 year MRI utilization is 2,363; 2,611; 2,885; and 3,188 (Yrs 1 —4).
Following is a summary of the process followed in arriving at the need for another MRI, and the fact that

it is most advantageous to place that additional unit in an outpatient setting:

ODC AT KIRBY BUILDING — SUMMARY

Overall Program Description:

» Regional One Health System, through Regional One Health Imaging, LLC, is proposing to
develop an Outpatient Diagnostic Center (ODC) at an existing MOB at the Kirby Building at
6555 Quince Boulevard, to serve current patients and residents of Hospital’s Primary and
Secondary-East Service Areas. In addition, the ODC will serve the “medical neighborhood” that
Regional One Health System is creating at the Kirby Building. This medical neighborhood is
envisioned as an intensive ambulatory, patient-centered practice model with a primary care core
and selected key specialties, supported by the diagnostic services of this proposed ODC, therapies
including PT and OT, satellite pharmacy, and selected specialty practices of UTMG physicians.
This is intended to serve as a hub for Regional One’s population health management strategy.

Tvpes of Diagnostic Imaging Tests to be offered by the ODC include:

Magnetic Resonance Imaéing (MRI)
Computed Tomography (CT)

Bone Densitometry

Ultrasound

Digital Mammography

Flouroscopy

X-ray

VYVYYVYYY
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June 27,2014

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street, Suite 850 N
Nashville, Tennessee 37243

Re: Fair Market Value (FMV) of Leased Space

Mrs. Hill,

SUPPLEMENTAL #2

Supires 302 V1Er.1.
9:30 am .

We understand that ‘Shelby County Health Care Corporation, under the terms of its lease,
intends to sublease 5,275 gross square feet of occupied space to Regional One Imaging,

| B es

The purpose of this letter is to confirm the estimated FMV of this space is $1,151,532.50.

Please contact me if you have any questions.

Sincerely,
L " 7]
Vo 7 7
¥ / e S I :
’ —— ,u‘" r/ =
/! 7 5 V{,’ ,v’/.r"f""—"—""—--m._

2 r iy < ”,
r’/ "'/a Vil ik kA
Bret L. Perisho

Executive Vice President Y

Regional One RHMOB 1 SPE, LLC
6555 Quince Road
Memphis, TN 38114



- SUPPLEMENTAL #2
PROJECTED DATA CHART June 30, 2014

9:30 am
Give information for the two (2) years following the completion of this project. The fiscal year begins in July

(month).

Yr-1 Yr-2
Utilization/Occupancy (Diagnostic Procedures) 12.579 15,095
B. Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services 7,758,909 9,310,691
3. Emergency Services
4. Other Operating Revenue (Specify
Gross Operating Revenue 7,758,909 9,310,691
C. Deductions from Operating Revenue
1. Contractual Adjustments - 4,911,583 ' 5,893,900
2. Provision for Charity Care 131,707 158,049
3. Provision for Bad Debt ' 81,469 97,762
Total Deductions 5,124,759 6,149,711
NET OPERATING REVENUE 2,634,150 3,160,979
D. Operating Expenses ‘
1. Salaries and Wages 571,200 647,170
2. Physician’s Salaries and Wages (Contracted) 474,147 568,976
3. Supplies 107,438 132,794
4, Taxes 60,000 60,000
5 . Depreciation 100,703 100,703
6. Rent 144,000 144,000
7. Interest, other than Capital 104 104
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates 111,366 126,439
9. Other Expenses (Specify)_Attached ' 851,889 1335,720
3 [
Total Operating Expenses 2,420,848 3,115,906
E; Other Revenue (Expenses)-Net (Specify) Attached
NET OPERATING INCOME (LOSS) 213,302 45,074

E. Capital Expenditures
1. Retirement of Principal

2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES

¢- 41 213,302 45,074



State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

June 26, 2014

Mr. Graham Baker, Attorney
Anderson & Baker

2021 Richard Jones Road, Suite 120
Nashville, TN 37215

RE: Certificate of Need Application CN1406-024 '
Regional One Health Imaging, LLC

Dear Mr. Baker,

This will acknowledge our June 25, 2014 receipt of your supplemental response regarding your
Certificate of Need application for the establishment of an Outpatient Diagnostic Center (ODC),
the acquisition of magnetic resonance imaging (MRI) equipment and the initiation of MRI
services in approximately 5,275 gross square feet of leased space on the first floor of an existing
office building at 6555 Quince Road in Memphis, TN.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in_triplicate by 1:00 PM, June 30, 2014. If the supplemental
information requested in this letter is not submitted by or before this time, then consideration of
this application may be delayed into a later review cycle.

1. Section B, Project Description, Item 1

The letter dated June 11, 2014 from Mr. Wagers, Jr. was noted in the attachments to the
application and in the attachment to your 6/25/14 supplemental response. To the question
regarding the applicant’s potential responsibility for repayment (and the general terms of
same) you have replied that the owner will make a cash equity contribution to the project.
Please provide a brief description of this arrangement such that the applicant’s financial
obligations for repayment from operating revenues of the proposed ODC are understood.

2. Section B, Project Description, Item IL.A.

The response is noted. With respect to the requested comparison of the applicant’s
estimated cost to renovate space for the proposed ODC, please provide replacement pages
to the application (e.g. pages 14 and 35) using the table below that was provided in the
supplemental.



Mr. Graham Baker, Jr.

June 26, 2014

Page 2
CON Project # Renovation Square | Renovation Cost Per Square

Foot Construction Cost | Foot

CNI1110-039 7,737 $1,235,500 $159.69
CN1103-008 795 $127,500 $160.38
CN1304-014 847 $$150,000 $177.10
CN1304-013 2,080 $520,000 $250.00
CN1203-014 5,320 $1,605,150 $301.72

The response citing a combined (landlord + tenant) total estimated cost of $164.29 per
GSF is noted. It appears that the estimated combined cost to renovate the space for the
proposed ODC amounts to approximately $164.29 x 4,587GSF = $753,598. Of this
amount, the landlord and applicant’s share are as follows:

Landlord = $504,570 (per $110.00/SF Improvement Allowance noted in lease)
Applicant = $249.,000 (as noted in Project Cost Chart)
Total $753,570

As a result, it appears that the applicant’s share amounts to approximately 33% of the
total estimated renovation cost of the proposed ODC. Is this an accurate assessment of the
arrangement between the applicant and the parties? If so, what documentation is provided
in the sublease that confirms this arrangement, including the applicant’s participation in
the planning & conduct/oversight of the leasehold improvements for the proposed ODC?

Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging (1.)(a.)

The responses requested for the MRI Specific Criteria in the application (pages 16 -28 of
the attachment) are noted.

For Item 1(a) on page 20: it appears that projected YR3 MRI utilization will exceed the
2,880 standard based on the response provided for question 9 of the ODC specific
criteria. That response identified MRI utilization four (4) years into the future as follows:
YR 1= 2363; YR 2=2,611; YR3=2,885 and YR4=3,188.

Please confirm by revising the response on page 20 of the MRI specific criteria to reflect
utilization for YR3 & YR4 of the project.

For Item 4 on page 22: clarification of the original response provided in the application
was requested for Item 4 of the MRI specific criteria, “Need Standard for Non-Specialty
MRI Units” (the response on page 22 only identified the hours of operation of the
proposed ODC). The response to this item of the MRI specific criteria requires that the
applicant address the need for an additional MRI unit in Shelby County based on a
combined average utilization of existing MRI providers at 2,880 procedures per unit for
the most recent 12- month period using information from the HSDA Medical Equipment
Registry.

It appears that the applicant provided the utilization for the ODC specific criteria in lieu
of the MRI specific criteria. Please revise Item 4 of the MRI specific criteria & provide a
replacement page R-22 with the information requested.




Mr. Graham Baker, Jr.
June 26,2014
Page 3

4. Section C, Need, Item 1 (Project Specific Criteria-Outpatient Diagnostic Centers)

Item 2: the response is noted. Please note that the MRI utilization in 2012 for St Jude in
the table attached as Supplemental B.ILA.1 has been updated from 6,241 procedures to
8,737 procedures. The resulting total combined MRI utilization of Shelby County
providers is 110,952. Note this applies to the previous clarification requested for Section
C, Need, Item 5. The table below was provided as a reference:

Year # MRI units | Total MRI Average As a % of 2880
Procedures per unit MRI Standard

2013 40 99,600 *

2012 39 110,952 2,844 99%

2011 38 113,591 2,990 104%

2010 36 109,787 3,050 106%

MRI Provider Utilization in Shelby County, 2010- 2013
e Note: HSDA has not received reports from St Jude and Delta

S. Section C, Need, Item 3 and Item 4 (Service Area)

Item 3: The attachment contains zip codes of Shelby County residents of the hospital’s
MRI service in 2013. It appears that these residents accounted for 96% of the hospital’s
MRI utilization during the period. Based on the hospital’s “outpatient MRI draw”
discussed on pages 8 and 9 of the 6/25/14 supplemental response, it appears that Shelby
County residents may be expected to comprise 90% or more of the caseload of the
proposed ODC. Is that a reasonable assessment? Please confirm.

Item 4: the population & other demographics for the ODC’s proposed service area of
Shelby County are noted. Please disregard the column included in the table for Tipton
County as it is not relevant to your project. This will impact the column labeled Service
Area. Please delete both of these columns and provide a revised table. I apologize for any
inconvenience my error may have created.

6. Section C, Need, Item 6

The explanation of the differences in the MRI utilization reported to the HSDA Medical
Equipment Registry by the hospital is noted. The applicant confirmed that the information
provided on page 32 of the application is the hospital’s correct MRI utilization from 2010
- 2013. The revised table below identifies the discrepancies noted in red font. Based on
your response, a hospital representative should provide a corrected written report to
Alecia Craighead, Stat Il , HSDA. Please provide a copy of same with your response to
this item. As a result of your clarification, please also revise the utilization for CY2011
on page 31 of the application.

MRI Utilization, Regional One Health, Memphis, Tennessee

Year Reported to HSDA | Applicant-page 31 | Applicant — page32
2013 4,131 4,766 4,766

2012 4,491 4,491 4,491

2011 3,927 3,927 4412

2010 3,733 ‘Not noted 3,882




Mr. Graham Baker, Jr.
June 26, 2014
Page 4

The requested table illustrating the hospital’s payor mix in 2013 and the applicant’s
projected payor mix in Year 1 of the project is noted. It appears that the 1,865 hospital
MRI procedures in 2013 applies to outpatient utilization as noted in the table on page 19
of your 6/25/14 supplemental response. Please confirm.

7.Section C. Economic Feasibility, Item 1 (Project Costs Chart)

The response is noted. The comparison of equipment lease cost to purchase price (fair
market value) was noted on pages 11, 13, 20 & Attachment B.ILE.1 of the application.
The lease cost and fair market value of the property were identified in the comments on
pages 11 and 13 of the application. However, written documentation of the $2,115,949
fair market value of the existing 5-story building was not included in the application.
Please provide this from the MOB property owner or other appropriate party such as a
property appraiser.

8. Section C. Economic Feasibility, Item 4 (Projected Data Chart)

The table on page 27 of the 6/25/14 supplemental response also appears to confirm that
the unit of measure for utilization in the Projected Data Chart should be total outpatient
procedures in lieu of the patient days reflected on page 41 of the application.

The applicant identifies charity care for 631 unduplicated patients in Year 1 and 756
patients in Year 2. Using these amounts and the estimated gross charge of $555 per
patient (page 43 of application), it appears that the contractual amounts for charity
patients may be understated in the Projected Data Chart. For example, the amount for
Year 1 may be $350,205 in lieu of $131,707 identified in item C.2 of the chart.

Please review these two items for revision and provide a replacement page R-41 with the
corrected amounts, as appropriate.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void." In
accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth (6{)"’) day after written notification is August 19, 2014. If
this application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.




Mr. Graham Baker, Jr.
June 26,2014
Page 5

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please do not hesitate to
contact this office.
Sincerely,
i
Jeff Grintm
HSD Examiner

Enclosure/PJG
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